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Chapter |

Responsibility for this Reference Document
and for the audit of the accounts

1.1 - Responsible for this Reference Document
Mr. Edouard MICHELIN, a Managing Partner

1.2 - Declaration by the person responsible for this Reference Document

To the best of our knowledge the information contained in this document is correct and includes all that is necessary for
investors to form a judgment on the assets and liabilities, the business, the financial situation and results and the outlook
of the issuer; there are no material omissions which would alter its content.

¢ . :b'vu‘””’
R

Edouard MICHEUN
Managing Partner

1.3 - Persons responsible for audit of the accounts

Duration of the
current mandat

i

Statutory Auditors:
* Mr. Dominique PAUL ¥ June 26, 1992 2004
11, rue Margueritte
75017 PARIS
* Mr. Stéphane MARIE @ June 12, 1998 2004
20 bis, rue Boissiere
75116 PARIS

Deputies
* Mr. Pierre DUFILS (7 June 12, 1998 2004
11, rue Margueritte
75017 PARIS
« Mr. Jacques ZAKS @ June 12, 1998 2004
20 bis, rue Boissiere
75116 PARIS

{1) Partners in PricewaterhouseCoopers Audit
(2) Partners in Corevise
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1.4 - Declaration by the statutory auditors

In our capacity as independent Auditors of Compagnie Générale des Etablissements Michelin and pursuant to COB Regulation
98-01, and in accordance with generally accepted accounting practices in France, we verified the information conceming the
financial position and the historical accounts provided in this reference document,

This reference document was prepared under the responsibility of the Managing Partners. It is our responsibility to issue an
opinion concerning the fair presentation of the information it contains on the finandial position and financial statements.

In accordance with generally accepted accounting practices in France, our work consisted of assessing the fair presentation
of the information on the financial position and financial statements, and verifying that this information is consistent with
the financial statements presented in a report. It also consisted of reading the other information contained in the reference
document in order to identify, if applicable, any significant inconsistencies with the information on the financial position and
financial statements, and to point out any clearly erroneous information that we found on the basis of our general knowl-
edge of the company acquired in the context of our work. With respect to isolated provisional data resulting from a struc-
tured process, our reading took into consideration the assumptions used by management and the figures resulting therefrom.

We have audited the annual and consolidated financial statements for the years ended December 31, 2000, 2001 and 2002
as closed by the Managing Partners in accordance with generally accepted accounting practices in France and have certified
these statements without reservation or comment.

On the basis of this work, we have no comment to make with respect to the fair presentation of the information on the
financial position and the financial statements presented in this reference document.

; Paris, March 31, 2003

i o
iivd :;:::}.E//w«“.(
I } \,}?f‘ e L—_“_‘_,___(”

Dominique PAUL Stéphane MARIE
Statutory Auditors
Members of the Compagnie Régionale de Paris

1.5 - Responsible for information

Mr. Michel ROLLIER
Financial Director
Telephone: + 33 (0)473 32 20 00

Chapter I

Terms and conditions
of the proposed financial operation

NB: Where these are not included, the terms and conditions will be issued as a separate note.



Chapter lli

General information

on the issuer and its capital

3.1 - General information on the issuer

3.1.0 - Corporate name, trading style and registered
office:

Corporate name:

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN.
Trading style:

MICHELIN ET CIE.

Registered office:

12, cours Sablon - CLERMONT-FERRAND (Puy-de-Dome),
France.

3.1.1 - Legal form:

Partnership Limited by Shares governed by articles L 226-1
to L 226-14 of the Code de Commerce.

» Method of appointing Managing and General Partners:

The Articles, the terms of which are approved unani-
mously by the General Partners, stipulate that the title of
General Partner and the functions of Managing Partner
are to be conferred by an extraordinary general meeting
of the shareholders of the Company.

* Division of responsibilities:

- the General Partners are business people and are jointly
and severally liable for the debts of the Company.

- the Managing Partners are vested with wide powers to
act in all ways on behalf of the Company.

- the Supervisory Board monitors the management of the
Company continuously. In this sense, it has the same
powers as the Statutory Auditors.

3.1.2 - Governing law: French law

3.1.3 - Date of incorporation and expiration:

Incorporated on July 15, 1863 and expiring on December
31, 2050, unless dissolved earlier or extended as stipulated
in the bylaws.

3.1.4 - Business purpose: (Clause 2 of the bylaws)

* All operations and enterprises related either directly or
indirectly to the production, manufacture and sale of
rubber, at all stages of manufacture, in alf forms and for
all uses;

Al industrial, commercial and financial operations,
particularly involving:

tires, their components and accessories and manufac-
tured rubber in general,

- mechanical construction in all of its applications, particu-
larly for motor and industrial vehicles, components, spare
parts and accessories,

— the production, sale and use of natural or synthetic chem-
ical products and their derivatives, particularly different
varieties of elastomers, plastics, fibers and resins, and
generally all activities and products of the chemical
industry related in particular to the products and
operations noted above,

- the filing, acquisition, exploitation, assignment or sale of
all intangible property rights, particularly patents and
related rights, trademarks, and production processes
related to the business purpose.

The creation of new companies, joint ventures (sociétés
en participation and groupements d’intérét économique),
funding, partnerships, subscription, the purchase or
exchange of securities or ownership rights in any com-
pany conducting business which may relate to the objects
as set out, or through mergers or other means {all under-
taken directly, or via subsidiaries).

And generally, all commercial, industrial, property, move-
able property and financial operations directly or indirectly
related in part or in whole to any of the objects specified
above or to all similar or related purposes.

3.1.5 - Company Registration:

Registry of Commerce and Companies, Clermont-Ferrand,
(Puy-de-Déme), identity number: 855 200 887.
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3.1.6 - Availability of corporate legal documents
for examination:

The Articles, accounts, reports and other information made
available to shareholders may be examined at the registered
office.

3.1.7 - Financial year:

From January 1 to December 31.

3.1.8 - Allocation of profit: (Clause 30 of the bylaws)

12% of the net income for the financial year is allocated to
the General Partners, this amount not to exceed 1% of the
consolidated net income for the year. Any surplus is to be
transferred to the balance of income to be allocated.

The balance of net income, supplemented as appropriate
by earnings brought forward from the previous year, is
attributable to shareholdings.

From this shall be deducted an optional amount to be allo-
cated, as proposed by the Managing Partners, toward
creating or augmenting one or more reserve or contingency
funds, over which the General Partners will no longer
possess any right.

The balance of net income attributed to shareholdings,
after the above deductions, will be available for distribu-
tion.

3.1.9 - Meetings of shareholders:

Methods of convocation:

Meetings of shareholders will be convened in accordance
with the methods and within the time periods defined by
law.

Conditions of admission:

All shareholders may attend general meetings, irrespective
of the number of shares held by them, on condition that
these shares are fully paid.

Shareholders may only take part on condition that they are
registered as such in the Company’s records at least five
days before the date of the meeting.

Conditions for exercising the voting right (Article 22
of the bylaws):

With the exception of cases provided for in law, each share-
holder at the meeting has as many votes as the number of
shares he or she owns or represents, without limitation.

Owners or representatives of owners of fully-paid shares
registered in the same shareholder’s name for at least four
years shall have two votes per share, without limitation,
provided that the shareholder is of French nationality or is
a national of a member state of the European Union.

Reportable holdings:

The bylaws do not require that shareholdings exceeding
certain thresholds need to be declared to the Company.

3.2 - General information on the capital
stock

3.2.0 - Conditions in the bylaws under which
shareholders’ equity and capital ownership can
be modified:

None.

3.2.1 - Capital Stock (1):

At 31 December 2002, the capital stock, composed exclu-
sively of registered shares, totaled €283,585,460, divided
into 141,792,730 shares with a par value of €2, fully paid
up.

The extraordinary general meeting of shareholders of June
11, 1999 resolved:

* to reunify the A jouissance, A capital and B shares into a
single category of common stock, with one guotation on
the first monthly settlement market of the Paris stock
exchange, following approval by special meetings of each
of the three classes of shareholders. The reunification was
effective from June 15, 1999.

to convert the capital stock into euros. The FRF 12 nom-
inal value of the 137,715,873 shares was converted to its
nearest whole euro equivalent, €2. As a result, capital
" stock was increased by the upwards rounding of FRF
1.11914 per share, by a transfer of FRF 154,123,342.11,
e €23,495,952.04, from “Paid in excess of par”. The
capital increase was effective from the reunification of the



three classes of A capital, A jouissance and B shares into
one class and from June 15, 1999 the capital stock was
€275,431,746 split between 137,715,873 shares of €2
nominal value.

Pursuant to authorizations granted by the Joint Ordinary
and Extraordinary Shareholders’ Meeting of 18 May 2001,
the following operations were performed:

* on 19 May 2002, the allotment of 716,600 stock options
to members of Management and mid-level managers, the
exercise of which, at the end of a period of four years,
may result in the issue of a maximum of 716,600 shares
with a par value of €2;

e on 28 June 2002, a capital increase reserved for employees
of the Group in a total amount of €45,225,005, which
included €42,640,719 in share premium and
€2,584,286 in nominal value, corresponding to the pay-
ment for 1,292,143 shares with a par value of €2 issued
at the price of €35;

* on 20 November 2002, a capital increase in remunera-
tion for the 444,978 bearer shares of the subsidiary
Compagnie Financiére Michelin, with a par value of CHF
200, tendered in the exchange offer initiated by
the Company on 2 October 2002 on the 459,593 shares
targeted by the offer and listed for trading on the principal
market SWX Swiss Exchange. Based on the exchange par-
ity of thirteen shares of the Company for each bearer
share of Compagnie Financigére Michelin tendered in
the exchange offer, 5,784,714 shares with a par value of
€2 were issued, representing a capital increase in
the nominal amount of €11,569,428; the difference
between the issue price of the said shares, in a unit
amount of €29.59 and an aggregate amount of
€171,169,687.26, and the nominal amount of the
capital increase, being €11,569,428, resulted in a share
premium of €159,600,259.26.

3.2.2 - Authorizations for increases in capital stock given by the combined general meeting of shareholders

held on May 18, 2001:

{ Security LTI D " Expiration date sz’ : Amount
P.R.S. P.RS. Of the issue Of the capital
maintained suppressed with P.R.S.
maintained or
suppressed
{nominal value)
Capital increase for cash June 11, 2003 - - €100 million
Increase of capital reserved
for salaried employees - May 17, 2005 - €5 400 000
Capital increase arising from
the exercise of subscription shares
reserved for managers
and executives July 17, 2004 - €4 600 000
Capital increase from
public offers of Exchange - May 17, 2004 - €100 million
Free allotment of shares June 11, 2003 - €100 million
Convertible bonds June 11, 2003 May 17, 2004 €1 billion €100 million
Bonds with warrants June 11, 2003 May 17, 2003 €1 billion €100 million
Securities June 11, 2003 June 11, 2003 €1 billion €100 miflion
{if bonds)

Warrants

s free issue June 11, 2003 €100 million

* subscription June 11, 2003 May 17, 2002 - €100 million

(1) P.R.S.. Preferential subscription rights of shareholders.
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Note

» The authorities granted by previous Extraordinary
Shareholders’ Meetings are now null and void.

» The use to date of the capital increase authorizations
listed above is specified in paragraph 3.2.1.

* As the Extraordinary Shareholders’ Meeting of 18 May
2001 decided, in its Twelfth Resolution, to limit to 100
million euros the maximum nominal amount of the
capital increases, immediate or future, which may be
executed in cash, through exchange offers, through the
issue of convertible bonds, bonds with equity warrants,
compound securities and equity warrants, the maximum
potential dilution of the capital resulting from the

3.2.5 - Table of change in capital

Change in‘capital

exercise of all securities giving rights to the capital
for which issue has been authorized would be 38.78%
of the current capital.

3.2.3 - Securities not convertible into capital stock:
6.70% Bond 1996-2006:

On January 24, 1996 the Company made a debt issuance
of FRF 2 billion at a rate of 6.70 %, in the form of 400,000
bonds with a nominal value of FRF 5,000 each, to be
redeemed at par in totality on February 19, 2006.

3.2.4 - Other securities convertible into share capital:

None.

Capital after operation

. L)
At 31 December 1997

Total number
T of shares

1,642,715,616 136,892,968

(in francs)
1998 Payment
of the dividend

in sahres 822,905

9,874,860

262,506,695 1,652,590476 137,715,873

{in euros)
1999 Conversion
of the capital social
into euros
and capital
increase
by capitalization
of share premiums (" -
Capital reduction
by cancellation

of treasury stock (3,000,000)

(6,000,000)

(23,495,952.04) 275,431,746 137,715,873

106,148,433 .43 269,431,746 134,715,873

2000

269,431,746 134,715,873

2001

269,431,746 134,715,873

2002 Capital
increase reserved for

Group employees 1,292,143

Remuneration

of the bearer shares

of Compagnie
Financiére Michelin
tendered in the
Exchange Offer initiated

by the Company 5,784,714

2,584,286

11,569,428

42,640,719 272,016,032 136,008,016

159,600,259.26 283,585,460 141,792,730

(1) See note (1) of paragraph 3.2.1.



3.3 - Breakdown of capital and voting rights

3.3.1 - Breakdown of capital:
At 31 December 2002

At 31 December 2001 2000
Treasury stock 3.1% 2.8%
Personnel — Company Savings Plan 0.2% 02%
Individual shareholders 21% 24.6%
French institutional investors 25% 23.7%
Franklin Templeton 6.6% 5.1%
Other foreign institutional investors 44.1% 43.6%

At 28 February 2003

¢ Under the stock buyback program:

Number of shares held by the Company in its own name:
1,263,202, which represented 0.89% of the capital.

In 2002, the Company did not purchase shares and sold
614,480 shares at an average price of €42.63.

The Annual Shareholders' Meeting of 17 May 2002 autho-
rized a stock buyback program:

With the following limits:

Number of shares corresponding to a maximum of 10% of
the capitat:

— maximum purchase price: €60

- minimum sale price: €40

- term of authorization: 18 months from the date
of this Meeting.

The purpose of the program is to:

Regularize the market price of the shares, convert, sell, ten-
der in an exchange or give the shares in payment, particu-
farly in the context of financial operations such as
acquisitions or the issue of securities giving rights directly
or indirectly to the capital, to remunerate securities ten-
dered in an exchange offer, arbitrage with the payment of
dividends, cancellation, in whole or in part, under the
authorization granted for this purpose by the Fourth
Resolution of the Extraordinary Shareholders' Meeting of
11 June 1999, in order to optimize the management of the
equity capital of the Company and net earnings per share.

This program was described in an Information
Memorandum approved by the French Commission des
Opérations de Bourse on 26 April 2002 under No. 02-464.

* Total number of voting rights:

The latest information on this number was published in
the Bulletin des Annonces Légales Obligatoires, No. 69, of
5 June 2002 and stating that the total number of voting
rights as 172,965,644.

At 28 February 2003, the total number of voting rights was
171,605,681.

» Number of shareholders: 199,031.

® The number of shares publicly held is 140,529,528
corresponding to 100% of the voting rights.

* To the Company's knowledge:

— The Templeton group holds 8,693,207 shares, which is
6.13% of the capital and 5.02% of the voting rights.

- No other shareholder holds, directly or indirectly, more
than 5% of the capital or voting rights.

~ There is no shareholders' agreement in existence.

* Percentage of capital and voting rights held by the
members of the management and supervisory boards
combined: 591,177 shares, representing 0.42% of the
capital and 711,842 votes, representing 0.42% of total
voting rights.

e Number of treasury shares held in portfolio: see the first
paragraph of 3.3.1 above.

* Percentage of capital and voting rights held by employees:

—in the framework of the employee shareholding plan:
1,342,945 shares, which is 0.95% of the capital, and
1,342,945 votes, which is 0.79% of the voting rights;

— through undertakings for collective investment: 271,000
shares, representing 0.19% of the capital, and 397,909
votes, representing 0.23% of total voting rights.
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3.3.2 - Changes in the distribution of capital during

the last three years:

No significant changes.

3.3.3 - To the best of the Company’s knowiedge,

other individuals or legal entities exercising control

of the Company:

None. In addition, no stock of the Company is the object
of a securities interest.

3.3.4 - Summary chart of the Michelin Group organization at December 31, 2002

Compagnie Générale

199.8%

- Compagnie Finandisré Michelin,
Switzerland . ..

I

des Etablissements Michelin (CGEM)
France
100% l
7 Pardevi

. -France

Industrial, sales and
research companies
outside France

Other industrial
and commercial companies
in France

1% Shareholding
in Peugeot SA

Michelin North America, Inc.
(United-States)

Michelin Aircraft Tire Corporation
(United-States)

Michelin North America (Canada) Inc.
(Canada)

Industrias Michelin, S.A. de C.V.
(Mexico)

Michetin Tyre plc
(United-Kingdom)

Michelin Reifenwerke KGaA
(Germany)

Michelin Kronprinz Werke GmbH
(Germany)

Neumaticos Michelin, S.A.

(Spain)

Societa per Azioni Michelin ltaliana
(Italy)

Stomil-Olsztyn S.A.

(Poland) "

(1) Quoted on the Warsaw stock exchange
(2) & {3) Quoted on the Bucharest stock exchange

Michelin Hungaria Tyre Manufacture Ltd.
(Hungary)

Silvania S.A. @

(Romania)

Victoria S.A. &

(Romania)

Sociedade Michelin de Participagdes,
Industria e Comércio Ltda.

(Brazif)

Industria Colombiana de Llantas S.A.
(Colombia)

Michelin Algérie SPA

(Algeria)

Michelin (Nigeria) Limited

(Nigeria)

Michelin Siam Co., Ltd.

(Thailand)

Siam Tyre Phrapradaeng Co., Ltd.
(Thailand)

Siam Tyre tndustry Co., Ltd.
(Thailand)

Siam Steel Cord Co., Ltd.

(Thailand)

Michelin Okamoto Tire Corporation
(Japan)

Michelin Shenyang Tire Co., Ltd.
(China)

Shanghai Michelin Warrior Tire Co., Ltd.
(China)

Michelin Recherche et Technique S.A.
(Switzerland)

Michelin Americas Research &
Development Corporation
(United-States)

Commercial companies,

the Euromaster dealerships

in Europe and Tire Centers, LLC.




3.4 - The market for the issuer’s securities

3.4.1 - Stock exchanges where quoted:

» Common stock (Eurcclear code n® 12126);

- First market EURONEXT PARIS S.A. with Deferred

Settlement Service.

* Bonds 6.70% 1996-2006 (Euroclear code n® 19760):10
- First spot market, Paris stock exchange.

3.4.2 - Other exchanges:

None.

3.4.3 - Paris stock exchange dealings:
(Source Euronext S.A.)

Common stock (First market with Deferred Settlement Service)

H

} - bates

~nlimber

Securities traded

In euros

value
2000
January 41.10 36.20 37.00 9,914,646 388,099,056
February 37.60 33.20 3350 11,167,593 402,043,220
March 35.99 31.22 34.82 14,377,531 477,138,009
April 38.24 32.71 37.00 8,984,049 319,842,802
May 39.00 36.50 38.50 10,541,647 400,089,714
June 38.39 31.75 32.09 10,874,183 378,504,265
July 37.40 32.90 37.15 11,285,814 396,167,240
August 37.50 31.50 33.50 13,503,967 451,853,296
September 35.20 30.10 31.43 8,257,912 266,192,885
October 34.50 30.10 3410 8,773,775 275,430,099
November 35.50 32.25 33.00 8,902,634 301,260,772
December 39.00 32.30 38.55 10,555,143 374,916,693

i

H

Securities traded

In euros

Dates ’ _number value
2001

January 43.18 36.70 41.00 14,159,472 571,662,959
February 43.50 39.52 41.50 11,215,847 465,607,055
March 41.00 34.11 36.89 9,222,016 348,055,932
April 37.90 33.02 37.41 12,719,018 452,293,962
May 42.80 36.80 41.11 19,592,195 791,656,022
June 42.60 35.10 37.37 11,552,471 452,107,728
July 38.00 33.25 3473 13,899,786 495,800,582
August 35.65 33.50 34.45 9,007,859 311,498,203
September 34.85 23.84 28.95 14,613,453 430,812,178
October 35.24 26.80 34.33 10,656,581 337,695,290
November 39.22 32.81 36.53 12,022,265 437,381,425
December 39.00 35.62 37.05 7,241,982 267,943,033

Securities traded

In euros

Dates number value
2002

January 41.54 36.36 41.13 10,629,195 419,676,129.73
February 44.09 3872 43.90 14,390,726 593,877,924.77
March 45.05 42.61 43.54 14,708,428 644,828,647.99
April 44.10 41.20 43.00 14,931,450 639,917,933.32
May 44.00 41,11 41.80 26,904,670 1,154,069,393.28
June 43.50 36.28 41.03 18,827,669 766,308,176.01
July 42.01 33.01 40.45 19,742,370 753,231,527.98
August 41.29 36.30 36.50 15,083,882 582,834,720.40
September 36.75 27.90 28.42 14,193,324 465,244,883.29
October 34.50 24.50 29.36 18,070,760 516,354,138.79
November 35.40 27.78 34.89 15,015,217 469,322,803.05
December 3590 31.02 32.86 11,338,653 369,981,845.39
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in euros

Securities traded

Dé’te‘s_;ﬂﬁ 4 G

: ;\umber . value
2003
January 33.85 27.77 28.70 14,369,995 445,305,135.77
February 30.90 25.63 30.10 18,144,962 506,755,353.86

BONDS 6.70 % 1996-2006 (First spot market)

In euros
o NIaE S ORISR e TRTREE PR R Rl
; . . . . . » e S m o — o ,Se:uriﬁestradgd g

ymber- - value *
January 104.50 101.58 101.58 146,032 158,769
February 103.50 101.50 102.60 182,195 196,236
March 108.50 104.00 104.00 226,799 241,683
April 105.00 102.50 104.00 125,931 131,967
May 105.15 103.00 103.80 256,455 271,078
June 105.15 103.00 103.95 212,659 225,376
July ) 105.00 101.95 102.92 285,170 302,191
August 105.20 102.00 105.20 1,347,333 1,458,749
September 106.00 104.10 104.32 148,857 161,420
October 106.61 103.50 104.95 161,964 177,205
November 107.04 104.95 105.95 11,585 12,872
December 105.00 103.05 104.55 27,243 29,881

in euros

. ____ |
i b Sl i " Securities traded ‘

: Date‘sb ) . ;C!fo:s‘e'”v' T i number value
2003
January 107.40 103.55 104.15 181,513 201,663
February 107.50 104.10 107.50 156,844 170,403
3.5 - Dividends
In euros

: ) O 5 To :»'rgturn per A and 8 share
Accounts Total “A” Capital Jouissance “A” and “8”
year distribution
Dividend Tax Gross Dividend Tax Gross
credit dividend credit dividend
1998 88,145,658.72 0.66 0.33 0.99 0.64 0.32 0.96

T otal retdrﬁ"";‘),ér}hare s

Dividend Tax Gross

credit dividend

1999 M 95,648,269.83 0.71 0.36 1.07
2000 107,772,698.40 0.80 0.40 1.20
2001 114,508,492.05 0.85 0.43 1.28
2002 2 0.93 0.465 1.395

(1) There has been a single class of common stock since fune 15, 1999
(see note 1, para. 3.2.1 of this document).
(2) Proposal submitted to the Mixed Shareholders’ Meeting of 16 May 2003

The purpose of the Company is to pursue in a reasonable manner increasing the dividend, taking into account, however,
the earnings for each year.

Dividends not claimed within a period of five years from the date they became payable are forfeited to the State.
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Chapter IV

Information concerning
the issuer’s business

4.1 - The Company and the Group

4.1.0 - History and development
of Group Structure

Group history

The origin of the Compagnie Générale des Etablissements
Michelin dates back to the limited share partnership
Barbier, Daubré et Cie, formed on July 15, 1863 at
Clermont-Ferrand, Puy-de-Ddme, France. The trading name
Michelin et Cie was adopted in 1889, the same year that
its first patent for a pneumatic tire was registered.

In 1940, the company adopted the title Manufacture
de Caoutchouc Michelin and up to 1951 controlled the
activities in France directly, and industrial and commercial
activities abroad indirectly, through various overseas sub-
sidiaries.

fn 1951, the industrial assets in France were transferred to a
new company, Manufacture Frangaise des Pneumatiques
Michelin, set up on October 15, 1951. At the same
time, the name Manufacture de Caoutchouc Michelin
was replaced by that of Compagnie Générale des
Etablissements Michelin,

In 1960, all overseas assets were combined within one hold-
ing company, Compagnie Financigre Michelin, whose head
office is today located in Granges-Paccot, Canton of
Fribourg, Switzerland.

Compagnie Générale des Etablissements Michelin, which
has headed the Group since 1951, is a holding company
with no direct industrial activity.

Until 1987, virtually all of the shares in Compagnie
Financiére Michelin were held by Compagnie Générale des
Etablissements Michelin but in 1987 part of a new equity
issue was made available to public investors, who now hold
a stake of some 6% in Compagnie Financiere Michelin,
whose bearer shares are quoted on the Zurich Stock
Exchange. That same year, Compagnie Financiére Michelin
acquired an interest of about 20% in Manufacture
Francaise des Pneumatiques Michelin, a stake that was
raised to 60% in 1993.

Compagnie Financiére thus became the parent company of
all of the Group’s main industrial companies, forming a
consistent whole and at the same time providing
Manufacture Francaise with access to more diverse sources
of finance.

Compagnie Générale des Etablissements Michelin holds
considerable technological assets and receives royalties for
their use.

In 2002, in order to simplify the legal structures of the
Group and to take advantage of better conditions for
accessing the financial markets, the Company carried out
an exchange offer for the bearer shares of Compagnie
Financiere Michelin and initiated a "squeeze-out” proce-
dure for the shares not tendered in the offer (see paragraph
3.2.1 above).

This operation will result in the creation of a total of 5.97
million new shares, which is 4.20% of the capital, 5.78 mil-
lion of which were issued on 20 November in remuneration
for the bearer shares of Compagnie Financiére Michelin
tendered in the exchange.

Michelin’s history is closely linked to that of the pneumatic
tire. Since the registration of its first patent the company
has innovated constantly in tire development and the prod-
uct accounts for most of its business.

Consclidated sales revenues for the 2000 financial year
were:

—-Tiresandwheels .. ... ... .. ..... .. ... 99.4%

— Manufactured rubber and plastics, maps,
guides and miscellaneous . .. .. .. ... 0.6%

The invention of the radial tire by Michelin in 1946 was a
major technological revolution in the transport industry.
The introduction of the radial has led tc a considerable
number of improvements in many areas: grip, safety,
durability, comfort, fuel economy etc. At first, it was widely
distributed in Europe under the impetus given by Michelin,
before spreading rapidly from 1970 onwards to the other
main tire-producing countries, namely the USA and Japan.
Radial market share has since risen from an initially low
percentage in those countries to over 90% of tire sales
today.

Considerable research has been done in recent years on the
development of a “green” tire, marketed as the "Energy”
line. This technological innovation responds to environmen-
tal concerns by reducing fuel consumption significantly and
at the same time maintains the traditional Michelin quali-
ties of wet adhesion and durability.

More recently, Michelin has introduced the PAX System.
The method of securing the tire to the rim is a radically new
concept that can be used on all types of vehicle and gives
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the fitted assembly a remarkable performance when
driven flat. This evolution of the existing method gives
enhanced safety and mobility, and also more freedom in
vehicle design. The fruit of many years of research, the PAX
System is a technological innovation of major importance
in the automotive field.

Structure of the Michelin Group

Compagnie Générale des Etablissements Michelin (C.G.E.M)
is the Group's parent company to which all Michelin
affiliates are linked, either directly or indirectly. its two
main shareholdings are:

— Manufacture Francaise des Pneumatiques Michelin
(M.F.P.M), in which C.G.EM. holds a 40% interest.
M.FP.M. coordinates all industrial, commercial and
research operations in France. It invoices all its services by
a system of proportional allocation, and thus is recom-
pensed for research expenses.

- Compagnie Financiere Michelin (C.F.M.), in  which
C.G.EM. holds a stake of about 99,79%. in its role
of shareholder, C.F.M. coordinates the activities of most
of the Group’s industrial, commercial and research
companies.

The parent company and its subsidiary Compagnie
Financiere Michelin have contracted agreements with the
operating companies of the Group to provide services to
these companies.

These two Companies have assigned to Manufacture
Francaise des Pneumatiques Michelin the mission to pro-
vide these services; Manufacture is remunerated by the
operating companies using the cost price plus method.

Transactions between companies of the Group exist in many
areas {intangible assets, services of various types, equipment,
raw materials and semi-finished products, finished products)
and reach significant volumes. The corresponding prices or
compensation are set using methods that vary depending
on the area in question. However, these methods are all
based on the fair competition principle adopted by the
Member States of the OECD, which is described in the

"Principles governing transfer prices for the use of
multinational businesses and income tax authorities*” .

Michelin Group development

Michelin started to establish factories outside France at an
early date: Italy in 1906, United Kingdom in 1927, Germany
in 1931 and Spain in 1934,

The Michelin growth rate picked up sharply with the con-
struction of a number of plants beginning in the 1960s, first
in France then abroad, particularly in the American conti-
nent in the 1970s. Since 1985, Michelin has set up joint
ventures in order to establish an industrial base in Asia and
presently, these exist in Thailand, Japan and China.
Activities in Eastern Europe have been developed since
1995.

Overall, Michelin’s growth since 1960 has moved its ranking
in the most generally accepted classification of tire
manufacturers from tenth place in 1960 to sixth in 1970
and to second in 1980, behind Goodyear. Towards the end
of the 1980s, Bridgestone acquired the American tire maker
Firestone and Michelin, for its part, Uniroyal Goodrich.
Following these developments, differences in net sales
between the major tire manufacturers have lessened, their
ranking varying over the years depending upon exchange
rate movements and methods of computation. Today, there
are three companies, Bridgestone, Goodyear and Michelin,
which between them account for close to 60% of world tire
sales and each holds first place in its continent of origin.

4.1.1 - Primary Activities
Tire markets in 2002
Hesitant recovery in the world economy

World expansion was slightly more buoyant than in 2001
with a rise in GDP of around 1.7%, although there was a
slowdown in growth in the second half of the year.

¢ |n the United States, the end of companies’ de-stocking
operations and a general upturn in consumption led to a
recovery in the first half of 2002.



* The euro zone's contribution was limited due to low
domestic demand with situations nonetheless differing
considerably: a slowdown in Germany and ltaly and
growth in Spain and the United Kingdom.

» Activity remained at a low level in Japan and was highly
dependent on exports to the United States.

» Growth was high in Asia, in China in particular, as well
as in European Union candidate countries. On the other
hand, Latin America slid into recession, affected by the
collapse of the Argentinean economy and financial
upheaval in Brazil.

Fragile recovery in the automotive industry

* The production of light vehicles rose by close to 2%, on
the heels of a fall of nearly 3% in 2001. A recovery in the
region of 6% was achieved in North America, bolstered
by vehicle manufacturer discounts, SUVs* and pick-ups
rose by almost 10% after a fall of 7% in 2001. in Europe,
production fell slightly. It remained at the same level as
in 2001 in Japan, due to exports to the United States. It
rose spectacularly by 55% in China where several foreign
vehicle manufacturers increased their local production or
set up alliances with Chinese manufacturers.

Truck production increased by around 4%, with marked dif-
ferences in trends. Sustained by high sales growth prior to
the introduction of new anti-poliution standards in October,
production rose by around 11% in North America, com-
pared to a 30% fall in 2001. In Europe, production contin-
ved to dedine, with a more perceptible effect in Eastern
Europe. In Asia, there was a sustained rise in production in
india and China and, to a lesser extent, in Japan.

A healthier situation for the tire sector

Manufacturers continued to implement measures to
improve competitiveness: the closure of low-profitability
production units and delocalization, greater industrial
flexibility, revision of contracts with vehicle manufacturer
customers and an evolution of the product mix towards
top-range and SUV, as well as the integration of sustainable

development into their strategy: the development of tires
using less fuel and end-of-life recycling.

The decline of markets continued during the first half, for
replacement tires in particular, but signs of a recovery
appeared in the fourth quarter in all geographic zones.

* In North America, the original equipment truck tire mar-
ket received a boost from purchases of Class 8 trucks
before the introduction of the new anti-pollution
standards. The replacement market recovered but still did
not reach the 2000 level. The sharp growth in vehicle
sales stimulated original equipment sales in the Passenger
Car-Light Truck market but replacement tires suffered a
sharp downturn in the mass market segment. Moreover,
it did not have the advantage of the recall of 13 million
Firestone SUV tires by Ford in 2001,

In Europe, markets were not particularly buoyant.
However, the Truck original equipment market main-
tained a level slightly above its 2001 performance due to
exports outside Europe. The Passenger Car-Light Truck
market alone made significant progress, bolstered by the
growth of the Winter and Central European markets.

L ]

In South America, markets made little headway due to
the economic situation. In Asia, development was
favorable on the whole and particularly strong in China,
for original equipment and replacement tires.

The world tire market is essentially a replacement market
in terms of volume (71%) and value (75%).

The tire market's value is split evenly between Europe,
29%, North America, 31% and Asia, 28%.

High-performance tires represent 10% of the world mar-
ket in volume but 25% of the industry’s margin. 60% of
this market is in Europe, where it is growing by 15% a year.

*SUV: Sport Utility Vehicle (4x4)
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Actuel GDP

(% change)

2001 2200277 - 2003
.{estimated). | (provisionnal)
World 1.1 1.7 2.2
North America (1) 0.4 2.5 2.6
Western Europe 1.5 09 1.5
Eastern Europe 1.7 4.1 3.9
Japan 0.3 -0.3 0.4
South-East Asia 1.5 -3.7 4.0
China 73 7:3 7.5
Latin America 0.1 =12 1.5

Consensus Forecast 10 February 2003

(1) United States and Canada.

The world tire market

Three global players, present on all the markets, for all types

of tires, represent 60% of the world market,

Michelin
Bridgestone
Goodyear
Continental
Sumitomo
Pirelli
Yokohama
Toyo
Others

Source: Rubber & FPlastic News — September 2002

Breakdown of the world tire market by product
(in value)

Truck
Earthmover
2 Wheel

Agricultural
Aircraft

Source : Michelin

Passenger Car-tight Truck

The world tire market is a 68.5 billion dollar market

(2001)
Tire market T/O in $
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Change in the principal tire markets

2002/2001] 2001/2000 2000/1999
o Year Year Year

Europe (V)

Passenger Car-Light
Truck PR
~ Replacement o+.2.6%] +08% + 0.3%

- Original Equipment T 03%) +07% +2.1%
- Winter -9.2% 0%
Truck

- Replacement @ -2% 0%

- Original Equipment -71%  +121%
North America @
Passenger Car-Light
Truck

- Replacement @

~ Original Equipment

Truck

-3.4% +35%
-9.7% +0.8%

- Replacement -57% -0.8%
- Original Equipment + 11.4% -37% -17.9%
Asia 3 T

Passenger Car-Light :

Truck

Fedanl +25% +44%
S A% 0%  +4.9%

~ Replacement 2

- Original Equipment
Truck B

- Replacement @ +104%] +46% ND
|
(1) Western Europe + Eastern Europe, excl. CIS

(2) Radial + crossply tires

(3) United States + Canada + Mexico




The world tire market by geographical zone
(in value)

Europe (1
North America @
South America
Asia/Oceania
Africa/Middle East

(1) Western and Lastern Europe, excl. CiS
(2) United States, Canada and Mexico
Source : Michelin

Passenger Car-Light Truck

No. 1 worldwide, the leader in high-tech tires
18% of the world original equipment and
replacement market

In widely-contrasting markets, globally stable compared
with 2001, sales fell by 0.4%, due to significant foreign
exchange rate fluctuation.

Sales volumes rose by 3.4% with an operating margin of
9.6%, up 0.7 points.

This progress was accompanied by an improvement in
productivity.

It consolidates confidence in the Group's ability to achieve
the medium-term objectives it has set itself.

Net sales in millions of euros: -0.4%

2002 2001 2000

7,948 7,982

7,686

Operating margin: + 0.7 point

2002 2001 2000
. 9.6%. .. 89% 7.6%

The European and North American
replacement markets by segment in 2002
]

Europe North
America
Mass Market 36% 61%

", Performance (H, V2) T 33% ' 13% -
Caaswy L% 8%
Winter 20% 0%
Light Truck 7% 7%

Source : Factbook Michelin, 2002 edition

The characteristics of the market

The 2002 Passenger Car-Light Truck market represented
60% of the world tire market in value and 924 million tires,
including 70% for the replacement segment. Its slow but
durable growth rate is in line with a long-term annual
growth trend of around 2 to 3%.

It is a consumer goods market, characterized by the impor-
tance of brands, marketing and distribution channels.

In 2002, there was a strong contrast in the performance
of the principal geographical zones but high added-value
segments, such as High Performance, 4x4 and Winter tires
continued to be buoyant.

Michelin’s strategic orientations

Michelin develops worldwide strategic partnerships with
vehicle manufacturers, based on its ability to innovate and
work closely with them on all continents.

In the replacement segment, the Group is developing a
multi-brand portfolio to meet the varying needs of con-
sumers. Present in all distribution channels, Michelin is
developing its service offering and reinforcing its direct links
with consumers, of particular advantage to the Michelin
and BF Goodrich "flag” brands.

On these markets, the highest growth segments (High
Performance, 4X4 and Winter) are also the segments with
the highest technological content and added value. Backed
by its technology and the strength of its brands, Michelin
is endeavoring to achieve a greater balance in sales, giving
priority to these segments, without abandoning the mass
market.

This targeted growth policy is also reflected in a deliberate
reduction in original equipment sales volumes, placing
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greater emphasis on a more qualitative presence on this
market, and by significant improvement in operating prof-
itability. By stepping up its presence on the higher-value
original equipment markets, Michelin is paving the way for
optimization of future sales on the replacement markets
where there is a high loyalty ratio in favor of the original
tire brand.

Adapting its industrial strategy to its market strategy,
Michelin has launched a major program to improve the per-
formance of its supply chain and make the Group even
more competitive.

2002: increase in the volume of sales and operating mar-
gin

In 2002, the Passenger Car-Light Truck segment benefited
from regular price increases over the past two years and
continued improvement in the category/product/brand mix.
At constant exchange rates, sales rose by 3.7%.

Increased market share in the replacement segment

The 5.3% rise in sales volumes for replacement tires is well
above the market average of 2.6%, particularly in the VZ,
4x4 and Winter segments. Market growth in 2002 is prin-
cipally accounted for by a 14% increase in the Winter tire
market and 18% in Central and Eastern European markets.

With the 3 to 4% price increases implemented in most
European countries, Michelin was therefore able to gain
additional market share.

In North America, the replacement market declined by
2.4% over the level at the end of 2001, due principally to
two factors; the anticipated fall in the SUV tire market
(- 8%), which received a boost in 2001 from the recall of
13 million Firestone SUV tires by Ford, and a 4.1% down-
turn in the mass market.

In this environment, Michelin was able to increase its mar-
ket share slightly. New price increases were introduced in
the first quarter and the average price of Michelin and
BFGoodrich brands is now well above the level in early
2000.

In Asia, markets differed considerably, depending on the
country: continued high growth on the Chinese replace-
ment market, slight progress on the Japanese market and
a slight downturn on the Thai market. The Group contin-

ued to apply a growth strategy targeted at high added-
value segments.

In China, the Michelin brand increased its market share by
over 1 point. At the same time, improvement in the quality
of products and distribution, combined with the presence
of the Warrior brand on the original equipment market,
helped double the pace of sales since the Shanghai Michelin
Warrior joint venture was set up in the summer of 2001.

In South America, Michelin's performance was adversely
affected by the unfavorable evolution of the markets in a
poor economic climate, in Argentina, Venezuela and
Colombia in particular.

The numerous price increases implemented in the local
currency nevertheless curbed the fall in the local currency
sales figure.

Enhanced original equipment product mix

Markets also reflected a sharp contrast in the original
equipment segment: a 0.3% fall in Europe, a 5.8% increase
in North America, sustained growth in China, Thailand and
South Korea and stability in Japan, mainly due to the sharp
rise in exports to North America.

In this environment, Michelin continued to seek a balance
between original equipment and replacement sales and
enhancement of the quality of its product mix. The Group
has set up a worldwide organization to provide better serv-
ice to its increasingly global original equipment customers.

In Europe, where the General Motors Europe sales contract
was not renewed, effective the month of August, this policy
resulted in an anticipated 10.4% fall in the volume of sales.

In North America where the same policy is applied, Michelin
had the advantage of sustained market growth, principally
in the SUV and High Perfermance sectors.

Group sales rose at a rate 10% higher than the market,
gaining substantial market share in these segments
throughout the year.

Further progress in operating margin

At 9.6%, Passenger Car-lLight Truck operating margin
continued to increase. This sustained improvement over
the past 3 years is the result of enhancement of the
product/market mix, an improvement in inventory
management, price increases implemented since 2000 in



the replacement and original equipment segments and
improvement in the cost structure.

This progress was nevertheless tempered by the decline in

improve profitability by achieving a better balance between
original equipment and replacement, by developing high
added-value segments without abandoning the mass

market and by highlighting the added value that the

North American replacement markets and by the weaken- : X
Group’s products bring to its customers.

ing of South American economies.

These results reflect the pertinence of the refocusing strat-
egy implemented by Michelin for several years. It helps to

Changes in Passenger Car-Light Truck sales volume 2002/2001

Number of tires sold Replacement Replacement

Original Original equipment
Market

equipment Market

Total +22% N/A -0.7% N/A
Europe (¥ +53% +2.6% - 10.4% -0.3%
North America ) -2.0% -2.4% +10.0% +58%
Other geographical zones 3 +9.3% N/A +16.7% N/A

(1) Western (15 principal markets) and Eastern Europe (excl. CI5)
(2) United States, Canada and Mexico
(3) Asia, South America, Africa and the Middle East

Strong ambitions on the Chinese market

The third largest market in Asia after Japan and Korea,
China’s growth is particularly dynamic; 2002 was no excep-
tion, with growth on the Passenger Car-Light Truck market
of over 15%.

The Group is ranked first in China on the radial tire market
and is the principal supplier to vehicle manufacturers with
a market share of 20%.

In this domain, Michelin’s aim is to achieve leadership
by working closely with its major original equipment
customers.

To foster penetration, the Group’s mainstays are the local
Warrior brand and Michelin top-range tires.

At the same time, Michelin is speeding up its expansion on
the replacement market and, in 2003, will be offering its

retailers a standard store concept to include training: the
Tyre Plus concept. The objective: 150 sales outlets by the
end of 2005.

Michelin tops the rankings produced every year by the ID
Power survey institute for original equipment tires in the
United States, United Kingdom, Germany, Thailand and
China.

Michelin, Kleber and BFGoodrich: the three flagship brands
have made progress in Europe with an increase in market
share, value and margin.

Michelin is the leading supplier to Mercedes, BMW,
Porsche, Land Rover, Lincoln, Acura, Audi and Volvo.
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Truck

World No. 1, leader in highly technical tires
29% of the original equipment market
24% of the radial replacement market.

A series of vigorous economic and structural measures were
taken in the Truck sector to lower its breakeven point,
against a particularly difficult market backdrop in 2001,

In better markets than anticipated in 2002, these measures
enabled a significant improvement to be achieved in terms
of operating margin which rose to 12.3%.

The resulting improvement in industrial flexibility and com-
petitiveness, good commercial performance, in the Asian
retread and large-fleet sectors in particular, are all elements
that will reinforce the Group’s ability to achieve its medi-
um-term objectives.

Net sales in millions of euros: + 0.7%

- 2002 2001 2000

3,944 3,915 4,003

Operating margin: + 3.5 points

©2002 2001 2000
12.3% 8.8%

13.6%

Principal markets in millions of radial tires (2002)

Europe - North * “South. .. Asia’""Aff
- America, Americat .y, 0 M
Radialization
ratio 70% 96% 45% 30% 56%
Original
Equipment 4.4 4.6 0.7 1.4 0.2
Replacement 12.4 15.5 3.8 141 51

The characteristics of the market

The Truck market represents 27% of the world tire market
in value and 117 million radial and crossply tires in 2002,
including 85% in the replacement segment. Only 53% are
radials.

Its overall growth rate, linked to the evolution of the trans-
port of goods and therefore the economic cycle, is part of
a positive, long-term trend of around 2 to 3% per year,
with significant development opportunities for radial tires
in Eastern Europe, South America and Asia.

Truck tires are capital goods. Their purchasing cost repre-
sents 2 to 3% of the operating costs of a transport fleet
and they have a substantial impact on the consumption of
fuel which accounts for dose to 20% of costs.

Customers are professionals who wish to optimize the
profitability of their trucks. The per kilometer cost of tires
is a key element. In Europe and North America the retread
market is as large as the new replacement tire market,
accounting for around ten million tires per year.

tn 2002, the replacement market rose by nearly 5%, essen-
tially driven by Asia, and the original equipment market by
nearly 8%.

Michelin’s strategic orientations

With the Michelin brand, the Group’s objective is to remain
the uncontested technological leader in new tires for orig-
inal equipment or replacement, as well as in retreading.

Wwith this in mind, Michelin is reinforcing its position in
Europe and North America as a supplier of solutions for the
transport industry. ts aim is to develop combined
product/service offerings that allow its customers to boost
the availability, mobility and, therefore, the competitiveness
of their vehicles. It proposes information systems to assess
the performance of the solutions adopted.

The Group develops close partnerships with vehicle manu-
facturers and retailers and proposes a portfolio of brands,
making it possible to satisfy the various requirements of its
customers.

It has undertaken a major program to increase the critical
mass and competitiveness of its plants and improve the
performance of its supply chain.



2002: better sales than anticipated and a sharp increase
in operating margin

Sales of Truck tires rose by 0.7% (5.6% excluding foreign
exchange rate fluctuations) with highly-contrasting geo-
graphic situations: a decline in European markets, a recov-
ery in sales volumes in North America, a sustained upward
trend in Asia and a downturn in sales in South America.
Moreover, the price increases on replacement markets held
up well,

Michelin was prepared for a very difficult new year. The
efforts to lower the structural breakeven point and rigor-
ous inventory and working capital management were
designed to deal with the situation.

In a globally better market environment than originally fore-
cast, Truck sector operating margin showed a significant
recovery. It rose 3.5 points over 2001 to 12.3%, almost
reaching the 2000 level, whereas markets were well below
that record year, particularly in North America.

Market share gains in retreading and replacement

The replacement market in Western Europe fell slightly by
0.9% over the year as a whole but this figure masks a grad-
ual quarter-by-quarter improvement. After a first half 3.5%
down on the half of 2001, the market returned to slightly
above the 2001 level in the second half: +1.4%.

The Group's growth was higher than the market. However,
when analyzing the 4th guarter sales increase, considera-
tion should be given to the anticipatory effect linked to the
price increases of around 3% announced in early December
in the principal countries in Europe.

Despite a recovery, the North American market did not
reach its 2000 level. Up 3.8% with a 5.2% rise in the
second half, it did not make up for its 6% downturn in
2001.

The Group's sales, therefore, remained relative, with the
market share lost in the 1st quarter of 2001 only partially
regained. On the other hand, Michelin secured consider-
able market share in the retread sector. Moreover, price
increases implemented for the BFGoodrich brand in March
and November held up well.

In Asia, Group radial tire sales increased by over 15% on a
market that represents close to 40% of the world market
(radial and crossply tires). As in 2001, Michelin achieved

very good performance in China and, to a lesser extent, in
Thailand.

Sales were down in South America but price increases
enabled the impact of weaker currency to be fully or par-
tially offset, in Brazil in particular.

In the Africa/Middle East zone, the economic recovery in
Turkey, as in the Passenger Car-Light Truck segment,
resulted in an increase in sales.

Strong recovery in original equipment in North America

The European original equipment market maintained a
slightly higher level than in the previous year, notably due
to exports by European vehicle manufacturers outside of
Europe.

Group sales were in line with market trend. In North
America, the year-end figure for the market was up by over
11%, after a decline of close to 40% in 2001 and around
18% in 2000. The market received a boost from the 24%
increase in the “Class 8" segment (over 16 tonnes), driven
by anticipatory purchases of trucks due to the introduction
in October of new anti-pollution standards. It had a very
significant, positive effect on the Group’s performance.

Upturn in operating margin

Truck sector operating income rose to 485 million euros,
an increase of over 40%.

Facing a decline in certain of its markets, Michelin’s efforts
in 2001 were focused on lowering its structural and eco-
nomic breakeven point.

The first few months of 2002 gave the impression that the
same difficult conditions present during 2001 were going
1o continue; however, over the year as a whole, the Group's
markets were finally better oriented than anticipated and
gains in market share were achieved.

Rigorous management of investments, maintenance of a
low level of inventory throughout the year, good customer
credit control and lowering of the breakeven point explain
these good results.
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Changes in sales volume Trucks 2002/2001

In units Total sales |  Replacement Replacement Original Original
IR market equipment equipment market
Total +2.7% +2.4% N/A +3.4% N/A
Europe -0.8% +1.4% -0.9% @ -38% @ -29% @
North America o+ 87% +3.9% +38% O +19.1% +11.4%
Other geographical zones +2.1% +2.3% N/A +04% N/A

(1) New replacement tires. These figures do not include retread sales.
(2) European Union + Switzerfand

(3) Sales of tractors + trailers

(4) Tractor market

(5) Truck radial + crossply market - United States + Canada + Mexico

Intelligent Truck Tires

With the launch of the “eTire System” on the American
market, Michelin has achieved a world first. This process,
covering every tire on every vehicle, automates the collec-
tion of pressure and maintenance information. The system
is composed of a microprocessor fitted inside the tire which
communicates with sensors. Bib Track software processes
the information received via the Internet.

For the first time, transport fleets will know the exact per-
formance of their tires in real time and will thus be able to
optimize management.

Other tires

World No. 1 in radial Aircraft tires
World No. 2 in Earthmover tires
No. 1 in Europe in Agricultural tires
No. 1 in Europe in 2-wheel tires

25% of the European motorcycle and scooter replace-
ment tire market.

70% of the world tire market for very large earth-
movers

37% of the European agricultural tire market

67% of the world aircraft radial tire market

Overall sales of "Specialty” tires have increased in low-
buoyancy or even unfavorable environments.

Motorcycle tires have suffered from poor weather condi-
tions in Europe.

Aircraft and Earthmover markets have suffered from the
combined impact of a very unfavorable economic climate
and depreciation of the dollar against the euro.

Sales of tires for agricuttural vehicles remained stable and
were improved by the enhancement of the product mix.

A vigorous cost-reduction program was applied to wheels
and tire/wheel assemblies.

Net sales of “other activities”
in millions of euros: -5.4%

2002 2001 2000

L4537 4,901

4,807

Specialty tires, wheels and tire/wheel assemblies represent
slightly less than 50% of the "other activities” segment,
excluding inter-segment  eliminations.  This segment
includes tire distribution, publishing, travel assistance serv-
ices and the new Michelin Lifestyle products.



Specialty tires represent 13.5% of the world market in
terms of value:

Earthmover
2-wheel

Agricultural
Aircraft

The characteristics of the markets

"Specialty” tires account for 13.5% of the world market
in terms of value. While tires for two-wheelers are
considered consumer goods, tires for agricultural vehicles,
earthmovers and aircraft are capital goods.

There are major opportunities for growth in radial tires for
aircraft and small and medium-sized earthmovers.

While the wheel and tire/wheel assemblies market contin-
ues to grow, profitability is low and remains dependent on
the activity of vehicle manufacturers.

Michelin's strategic orfentations

The Group is following a strategy of targeted growth. This
is focused on the most technical segments of each market,
which are able to recognize the added value of technolo-
gy, where the Michelin brand is very often the leader.

It has developed strong partnerships with vehicle manufac-
turers and, in particular, is working hard to improve the
safety of air transport through the “radialization” of aircraft
tires.

In the field of Agriculture, Michelin is working to provide
technical solutions that enable farmers to improve the pro-
ductivity of farms and, at the same time, preserve the soil.

The relatively low radialization of handling and public work
markets offers development opportunities in the earth-
mover segment which complete the prospects offered by
very large tires.

For two-wheelers, the quality of products and technical
innovations that explain the Group’s repeated success in
racing, should consclidate its presence in original equip-
ment and allow this link to the replacement market to be
optimized.

In the wheel and tireAwheel assembly segment, the Group
is seeking partnerships to make up for the absence of
critical mass, while at the same time working to restore
the profitability of this activity, adversely affected by the
poor economic situation of the market.

2-wheel: a slight fall in sales

The top-range Bicycle tire segments, and road tires in par-
ticular, had a goed year.

The popularity of Scooters is increasing; the field of high-
powered, well-equipped scooters, with performances com-
parable to motorcycles is growing fast. In this buoyant
segment, results were adversely affected by reorganizations
started in 2001, with the closure of a factory in italy; the
effect of these measures should be visible in 2003

Sales on the Motorcycle tire market were ultimately affect-
ed by the poor weather conditions in Europe in the sum-
mer, resulting in a decline in the market.

Michelin maintained its market share in Europe and
increased it in the United States and Japan.

During the year, the Group faunched several products: the
Pilot Road for sport-touring motorcycles and for top-range
roadsters; Anakee for new generation medium- and large-
engined trial motorcycles and the Pilot Sport Cup for very
sporty motorcycles on the road and tracks.

The Group also started to introduce the BFGoodrich brand
in motocross, with the launch of the Crossengo.

in racing, Michelin took up the technical challenge posed
by the advent of four-stroke machines in Grand Prix com-
petition, winning every race since the start of the season.
The same applies to Superbike, where it won 21 out of 22
races. In mountain bike competition, Michelin won the
World Enduro Championship in the five categories.

The Group intends to continue to take advantage of the
experience gained in racing to optimize its offering on the
motorcycle market,

Michelin adapts to changes in the scooter market

in response to the changes in the scooter market towards
higher-powered engines and heavier machines, Michelin
has developed two new ranges of tires:

Michelin Pilot City and Michelin Pilot Sport SC.
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They can withstand the highest performances in terms of
load/speed ratio.

In fact, for the first time, scooter tires are made using
rubber compounds with 100%-silica reinforcing fillers.
Based on motorcycle tire technology, they significantly
improve the level of grip.

The Michelin Pilot City and Michelin Pilot Sport SC are
attractive in appearance and safe, offering unparalleled
performance in city traffic, irrespective of the road surface
and weather conditions.

Earthmover: poor market conditions

In the earthmover segment, the continued fall of copper
and coal prices has not enabled an upturn in the markets
which have declined by between 5 and 10%, depending
on the segments, in North America in particular. This situ-
ation has adversely affected the replacement and original
eguipment sectors, particularly very large tires (GC4).

Michelin has preserved its market share in Europe but the
Group's sales have fallen in volume and value due to the
depreciation of the dollar against the euro — an average of
-5.3% over the year as a whole. This change in parities has
also affected profitability: the greater part of the earth-
mover market is in fact in the dollar zone whereas most of
the Group's production facilities are in Europe.

Agricultural tires: enhancement of the product mix

The macro-economic environment is still uncertain as far as
farmers are concerned: renegotiation of the European
Common Agriculture Policy, the Fair Trade Act in the United
States and pressure exerted at WTO level by emerging
countries. Moreover, the level of subsidies in Europe and
North America has considerable impact on the agricultural
tire market, on original equipment in particular.

There is still a downward trend on replacement markets but
original equipment markets have risen by 10% in Europe
and 14% in North America as a result of the reinvestment
of subsidies obtained due to health crises.

Sales have been stable but Michelin is enhancing its product
and brand mix. Its ranges have in fact been completely
renewed over the past five years and their high
performance acknowledged by customers.

Aircraft: faster radialization

Due to the slowdown in air traffic, airlines, especially
American companies, have encountered significant difficul-
ties, This situation has had an impact on the commerdial
aircraft tire market, resulting in pressure on the prices of
crossply tires, which still predominate, reflecting a lack of
coherence with the level of technology developed to meet
safety requirements and affecting the profitability of the
Aircraft sector.

On the other hand, the continued radialization of the
market was significant in 2002 and was directly beneficial
to the Group.

New manufacturer approvals were obtained from Airbus
for the A340-600 and A380 and from Boeing where, for
the first time, a radial tire was approved for a 747. The NZG
technology, which enabled Concorde to return to the skies,
was also well received.

Furthermore, the regional air traffic market is expanding fast.

Wheels and tire/wheel assemblies:
a vigorous recovery program

Adversely affected by the decline of steel wheels in Europe
in favor of aluminum wheels and by production
overcapacity, this market continued to shrink sharply in
2002 as far as light vehicles were concerned. On the other
hand, steel wheels continue to maintain their position on
the truck market, with aluminum representing only 10 to
12% of this market.

In this difficult environment, the Group set up a major cost-
reduction program, trimming its structure and gradually
shutting down the Spanish site between now and 2005,
with the transfer of activities to the French and German sites.
In parallel, Michelin has reinforced its innovation efforts with
new processes such as flow turning and new products such
as the Steel and Style wheel. The Group has also cooperat-
ed with RimTech in Japan and Arvin Meritor in the United
States within the framework of worldwide contracts for
certain original equipment customers, This action enabled
losses in this area of business to be limited in 2002.



Distribution, publishing and mobility assistance
services, new Michelin Lifestyle products

No. 1 in Europe in tire distribution
No. 1 in Europe in tourist publishing

Tire distribution activities in North America suffered from
the depreciation of the dollar against the euro.

In Europe, they suffered from the effects of the difficult eco-
nomic situation in the truck tire market.

Deployment of ViaMichelin continued and a thorough
renewal of the ranges began in the Maps and Guides sector.

Tire distribution channels

i ~Channel

Net sales of “other business”
in millions of euros: -5,4%

£2002 . 2001 2000

4,637. 4,801 4,807
Distribution, publishing and ViaMichelin business repre-
sents slightly over 50% of sales in the “Other business”
segment.

“'Europe - North America

" . iPassenger Car tires 5% it

- Truick tires Passenger Car tires
Specialist dealers 50% 85% 72%
Dealers 10% - 2%
Quick fitting centers 20% - 4%
Others 20% 15% 21% O

Source: Michelin Factbook, 2002 edition
(1) Mass merchants (Wall-Mart for example) and Clubs (Sam'’s for example).

The characteristics of the markets

In Europe, tires are distributed by specialist dealers which
are independent specialized networks or networks con-
trolled by tire manufacturers, by vehicle dealers or by fast
fitting centers, with the remainder distributed by yet other
channels. The situation nevertheless differs considerably
from one country to the next.

In North America and Asia, tires are primarily distributed by
specialist dealers.

The tourist publishing market is both buoyant and highly
competitive.

The new electronic travel-assistance information services
offer high potential with regard to the general public and
professional road users alike. 1.5 million vehicles in Europe
are already equipped with on-board navigation systems and
3.5 million motorists are expected to be using them by
2005.

Michelin‘s strategic orientations

Distribution generates a structurally lower operating margin
than industrial activities but uses a lower proportion
of assets. It offers the Group a strategic advantage,
in the truck sector in particular: sales of product-related
services, market knowledge and evolution and a
competition observatory. Michelin gives priority to the
development of high added-value services, in particular for
fleets of heavy and light vehicles.

Tourist publishing is & vector of Michelin’s brand image
and an element present in the everyday life of consumers.
It is also a key component of the Group's travel assistance
mission.

The electronic travel assistance services developed by
ViaMichelin are part of this approach, presenting attractive
medium-term prospects. Michelin’s ambition is to become
the leader in this sector in Europe.
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The new Michelin Lifestyle products correspond to a desire
to take advantage of the exceptional asset constituted by
the Michelin brand and to strengthen its links with its
customers.

The first products launched on the market are snow chains
and jacks. This activity is expected to grow significantly in
the next few years.

Distribution: adversely affected by replacement market
trends

The 2002 sales figure for Euromaster, Europe’s leading
tire distributor with a network composed of 1,300 sales
outlets, remained stable at around 1.4 billion euros.

In the truck sector, the sluggishness of the replacement
market, in the 1st half in particular, had an adverse effect
on the network. Nevertheless, the development of service
activities attenuated the consequences of the downturn in
sales volumes.

In the passenger car-light truck sector, progress was made
in car fleet services. Specialization of sales outlets continued
with the separation of services for the general public and
professional road users; in the United Kingdom, a simplifi-
cation of legal structures accompanied these measures.

On 18 December, Michelin concluded an agreement via
Euromaster to acquire all the Viborg tire distribution and
service business in Europe. Founded in 1927, Viborg's
facilities are principally located in Germany and Denmark,
as well as in the Netherlands, Switzerland and Austria. Its
465 sales outlets provide services for trucks and passenger
vehicles. Viborg has 3,400 employees and the company'’s
2001 sales amounted to 571 million euros.

This acquisition amounting to around 300 million eurcs was
approved by the European competition authorities in March
2003. It will enable the Group to step up its presence in
Germany, multiplying by ten the number of sales outlets.
Euromaster will lead this network which will complete its
coverage in Europe, notably in countries where up to now
its presence was limited.

In North America, TC! suffered a slowdown in sales (exclud-
ing foreign exchange effects), despite the recovery in the
truck market and the growth of its retreading business. TCI
does 30% of its business in the passenger vehicle sector

and therefore suffered the indirect consequences of the
downturn in sales of tires for SUVs .

Publishing: range extension

The world tourist market was affected by changes in the
economic climate that hampered the initial signs of a
recovery observed in the 1st half. The North American
and Northern European markets were the most severely
affected, the German market in particular. France, Spain
and Italy fared rather better by taking advantage of the
influx of foreign visitors and regained interest on the part
of their own inhabitants.

In this context, Michelin Editions des Voyages nevertheless
managed to increase its sales figures, actually gaining
market share in certain segments in Spain, Italy, France,
Germany and the United States.

The range of guides was extended in France with the launch
of the Michelin Coups de Cceur Guide at end of the year,
out in the United Kingdom in early 2003. A new detailed
map format, “Local” maps, was successfully launched on
the French market. Finally the Green Guide range now
includes theme guides; the first volume, the “Escapades
autour de Paris” was published in the middle of the year.

To bring a dynamic approach to a development strategy
based on innovation, quality and growth, Michelin Editions
des Voyages has also modified its organization with the
establishment of three business units: map information,
tourist information, accommodation and restaurants.

Travel assistance: ViaMichelin
continues European deployment

ViaMichelin, launched in 2001 as a complement to the
Michelin Editions des Voyages offering, designs, develops
and sells electronic products and services in the travel assis-
tance sector for general public and professional road users
in Europe. ViaMichelin proposes a complete offering —
maps, itineraries, hotels, restaurants, traffic information,
tourism, etc. — available in multimedia formats: Minitel,
Internet, mobile telephone, PC CD-Rom, on-board navigation
and software for personal digital assistants.

ViaMichelin’s general public offering has fully come up to
the Group's expectations. The Internet site has regularly
beaten its audience record, with more than 8 million visits



in July compared with 3 million a year earlier, with an equal
split between French and other languages.

B28B services started in a difficult overall environment which,
moreover, led to the start of rationalization in the sector.
With its map offering for web sites, ViaMichelin nevertheless
managed to convince customers in all the countries and sec-
tors of business targeted: distribution, services, transport,
tourism, banking and insurance, etc. ViaMichelin has
increased its presence in mobile telephony, working with
all the operators who have launched i-modeTM services in
Europe: Bouygues Télécom, KPN, e-plus and Base, as well
as Vodaphone in Spain which has also launched a new-
generation service.

In the field of on-board navigation, ViaMichelin has
continued and further developed cooperation with vehicle
manufacturers, parts manufacturers and other players in
this domain.

In this sluggish economic environment, sales were slightly
below forecasts but expenditure was adjusted accordingly
and remains within the total investment figure of 100
million euros budgeted for the period 2001-2003, one-third
for 2002.

New collections of guides

To meet the changing face of travel, Michelin Editions des
Voyages is creating and developing new collections of
guides.

Launched in 2002, the “Thématiques” series cover a spe-
cific tourist theme, with a multitude of ideas for vacations
and week-end breaks. The first volume in the collection,
"Escapades autour de Paris” contains many ideas for places
to stay within a 300 km radius of the capital.

The Neos practical guides bring a new approach to travel,
in direct contact with culture and local customs. In 2002,
their territory was extended to new destinations: South
Africa, Mexico, Southwest America and Thaifand, bringing
the number of titles in this collection to eighteen.

22 million maps and guides are sold each year.

The new "Local”collection, specifically intended for local
travel in France, is composed of highly readable, 1/150 000
scale town maps and original tourist information.

4.1.2 Geographic presence of the Group

Michelin has:

- an industrial base close to its markets, with 74 sites
distributed as follows in 18 countries:

Europe: 41

6 in Germany, 4 in Spain, 18 in France, 2 in Hungary, 5 in
ltaly, 1 in Poland, 3 in the United Kingdom, 2 in Romania.

North and Central America: 19

14 in the United States, 4 in Canada and 1 in Mexico.
South America: 4

2 in Brazil and 2 in Colombia.

Africa: 2

1 in Algeria and 1 in Nigeria.

Asia: 8

3 in China, 1 in Japan, 4 in Thailand.

— and sales offices in 170 countries.
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Four-year key figures and ratios

12002 2001 2000 1999
in mitlions of euros S pro forma
Sales ~15.645. 15,775 15,39 13,763
% change {0.8%) . 2.5% 11.9% 10.2%
Average number of employees 126,285 127,467 128,122 130,434
Payroll costs 5,242 5,137 4,756
% of sales 33.2% 33.4% 34.6%
EBITDA (¥ 2,091 2,170 2,127
Operating income 1,040 1,162 1,207
Operating margin @ 6.6% 7.6% 8.8%
Net interest expense 321) (314) (238)
Non-recurring items, net (29) (76) (353)
Including restructuring costs (340) (67) (388)
Income before tax 644 729 538
Income taxes (330) (290) (213)
Effective tax rate 51.2% 39.9% 39.7%
Net income including minority interests 314 438 325
Net margin 2.0% 2.8% 2.4%
Dividends 105 93 87
Net cash provided by operating activities @ 1,263 1,017 1,014
Cash flow (3 1,323 1,416 1,547
% of sales 8.4% 9.2% 11.2%
Capital expenditure ® 1,150 1,201 1,252
% of sales 7.3% 7.8% 9.1%
Capital expenditure, net of disposals 1,089 1,091 1,003
Acquisitions of investments, net of disposals (184) 166 255
Research and development costs 702 645 589
% of sales 4.4% 4.2% 4.3%
Net debt NA NA NA
Average borrowing costs 6.1% 6.5% 9.4%
Shareholders’ equity including minority interests ® 4,326 4,155 3,838
Debt-to-equity ratio NA NA NA
Net debt + securitizations & 4,881 4,926 4,329
Debt-to-equity ratio including securitizations 113% 119% 113%
EBITDA / Net debt 41 % 43% 47.2%
Net cash provided by operating activities/Net debt 30.6% 20.7% 23.4%
Interest expense (19 311 324 419
Interest cover (Operating income/interest expense) 33 3.6 29
Free Cash flow (1" 309 (241) (300)
ROE (12 7.4% 10.4% 8%
Target RAROC (1) 10.1% 1.4% 11.2%
Actual RAROC (19 6.8% 83% 5.3%
Per share data
2001 2000 1999
in euros pro forma
Net assets per share (1) 29.7 285 26.2
Basic earnings per share (1® 2.20 2.96 2.10
Diluted earnings per share (17} 2.20 2.96 2.10
p/E (18) 17 13 19
Net dividend per share : 0.85 0.80 0.71
Pay-out rate (19 L 21.73%% 38.6% 27.0% 34.2%
Net dividend yield (20) 4 72.83%* 2.3% 2.3% 1.7%
Capital turnover rate 27 C182.7% 108.3% 96.6% 104.7%




woAR N =

EBITDA: earnings before interest, tax, depreciation and amortization.

Operating margin. operating income as a % of net sales.

Dividends distributed duning the year.

Net cash provided by operating activities: cash flow + change in working capital.
Cash flow: net income before minority interests + depreciation, amortization and
charges to allowances for impairment in value of fixed assets - changes in
provisions and deferred taxes —/+ net gains/iosses on disposals of assets.

In 2001, excluding external growth transactions (SMW, €167 million).

Net debt: long and short-term debt — cash and cash equivalents.

Shareholders’ equity including mincrity interests: Common stock + paid-in capital
in excess of par + retained earnings + net income + minority interests.
Securitization: sales of trade receivables. In cases where the receivables are sold to
special purpose entities in which Michefin holds an equity interest, the special
purpose entity is consolidated in accordance with the accounting standards
applicable since January 1, 2000.

Interest expense: borrowing costs for the year.

. Free cash flow: cash flow — change in working capital - net capital expenditure.

ROE: net incorne / shareholders’ equity.

Target RAROC: calculated cost of debt and economic capital expressed as a
percentage of capital employed.

The Group uses the Free Cash Flow to Economic Capital method to measure value
creation. This method consists of allocating a portion of economic capital and
debt to each asset, based on the level of risk associated with the asset.

Cost of econornic capital: 15% based on euro interest rate and premium to reflect
different interest rates and risk fevels outside the euro-zone = average cost 16%
in 2001,

Actual RAROC: Net income before interest expense expressed as a percentage of
capital employed. (see above).

Net assets per share: net assets/ number of shares outstanding at December 31.

. Basic earnings per share: net income / weighted average number of shares

outstanding during the year + own shares — shares canceled during the year.
Diluted earnings per share: earnings per share adjusted for the effect on net
income and on the weighted average number of shares of the exercise of
outstanding dilutive instruments.

. PIE: Share price at December 31 / earnings per share.

. Pay-out rate: net dividend / earnings per share.

. Net dividend yield: net dividend / share price at December 31.

. Capital turnover: number of shares traded during the year / average number of

shares outstanding during the year.

N.A.: not applicable

*Based on recommended dividends.
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4.2 Research and development

In 2002, Michelin spent €704 million on research and
development, representing 4.5% of sales. Spending was
increased even though sales declined slightly, reflecting the
Group’s commitment to continuing to invest in the future
despite the challenging economic environment.

The research centers, with a total workforce of 4,000
persons, are located in Clermont-Ferrand, France, in
Greenville and Laurens, South Carolina in the United States,
and in Tokyo, Japan.

4.3 - Exceptional items or items in litigation
{see paragraph 4.7.2 below)

4.4 - Workforce

The average numbers of personnel employed by the Group
over the past three years are as follows:

2000: 128,122
2001: 127,467
2002: 126,285

4.5 - Investments

Capital expenditure contained at €967 million

Additions to property, plant and equipment and intangible
assets, excluding the fixed assets of newly-acquired
businesses, totaled €367 million. This represents a 0.7 point
decrease to the equivalent of 6.2% of sales, in line with the
Group's target.

Maintenance expenditure, including the cost of molds,
represented around a third of the total. The balance was
mainly spent on converting Passenger Car-Light Truck
capacity, specializing the Group’s European sites and
increasing the capacity of sites in China and Thailand as well
as in Romania (both for Passenger Cars and Trucks).

Investments

(Gross variations, in millions of euros)
e

, o 0% 2000 o 19
Intangible 556 51.7 79.2
Tangible 1,261.1 1,149.5 1,173.2
Financial 240.3 242.1 313.0

4.6 - Michelin group activities

Trends in results

Sales dipped 0.8% in a difficult environment

On a like-for-like basis, sales rose 2.7% despite business
conditions remaining much more challenging than two
years previously.

* Higher volumes pushed up sales by 2.4%.

* Exchange-rate movements had a 3.5% negative impact,
arising mainly from the fall in value of North and South
American currencies. Over 2002, the US dollar lost more
than 5% against the euro.

* The price mix remained unchanged, at constant exchange
rates. The underlying improvement in prices was offset by
an unfavorable change in price mix due to the faster year-
on-year growth in original equipment sales compared
with replacement sales, reflecting market trends.

* Changes in Group structure positively impacted sales by
0.3% reflecting the full year contribution of Michelin
Romania and Shanghai Michelin Warrior (China).

Operating income up 18%

Operating margin climbed 1.2 point to 7.8%, outstripping
the Group’s 2002 target range of 7% to 7.4%. Operating
margin was positively affected by:

* Arise in sales volumes, especially in the Truck segment in
North America as well as in the Passenger Car-Light
Trucks and Truck segments in Asia.

¢ A modest decline in the cost of raw materials used in
production, due to the decrease in prices during the
second half of 2001.

* Arise in average sales prices, on the strength of growth
in winter and Four-Wheel drive tires in the high-end
Passenger Cars segment, as well as growth in Truck
services. This increase was attributable to Michelin's
policy of competing on guality rather than prices and
was achieved despite an unfavorable original equipment-
replacement mix compared with 2001.

Adverse effects on operating margin were:

* Continued efforts to reduce finished product inventories,
which negatively impacted operating income. However,



the impact was on a par with 2001, given that inventory Change in Michelin sales
reduction measures were of a similar scale in both years.

2000 2001 2002
4%
2.4%

e The fall in value of the US dollar, Canadian doliar,
Brazilian real, Argentine peso and Venezuelan Bolivar, Michelin OE sales 1% - 8%
which slightly affected operating income - North and Michelin RT sales 8.3% -0.5%
South America account for nearly 45% of Michelin's

in 2002, original equipment sales grew faster than replacement safes. This trend,
sales. which was the same for the market as a whole, unfavorably impacted the price mix,
as original equipment tires are sold at a Jower price than replacement tires.

Change in 2002 net sales compared with 2001

{In millions of euros and %)

2002 % First % Second % Third % Fourth %
EETEN quarter quarter quarter quarter

Total (1295).:f -08% +151.8 +4.1% (40.9) -1% (126.4) -32%  (1141) -28%
Exchange] 7
rates (556.8) 1 -35% +49.1 +1.3% {133.4) -3.3% (235.7) -5.9% (236.8) -5.8%
Volumes |+ 37045 ] +2.4% +25.2 +0.7% +87.6 +23% + 1226 +3.3% +135.0 +3.5%
Pricemix | +16:2° 1 +0.1% +56.4 +1.5% (12.7) -0.3% (42.7) -1.1% +152 +0.4%
Group s
structure | +42.1.°] +03% +21.1 +0.6% +17.7 +0.4% +29.3 +0.8% (25.9) -0.7%

€700 million reduction in fixed costs between 1999 and * in North America, the "Call to Action” plan led to the
2005 elimination of just over 1,500 jobs at December 31, 2002.
Rollout of the plan will continue through 2003, based on
the objective of achieving US$200 million worth of
annual savings in structural costs.

The Group achieved the objectives for 2002 set out in the
plans to boost the Group's competitiveness, launched in
1999 in Europe, and 2001 in North America.

* In Europe, several plants have been given over to

specialized areas of manufacturing, both in Passenger
Cars and Trucks, and a number of uneconomic plants On a comparable Group structure basis, the cost-cutting
have been closed. These moves, combined with a near plans undertaken since year-end 1999 are expected to drive
8% rise in European sales over 2000-2002 enabled the down fixed costs by some €700 million by end-2005
Group to achieve its target of improving productivity by compared with fiscal 1999.
20% in Europe compared with year-end 1999. The early
retirement plan signed in France covering the years 2002-
2006 is expected provide scope for around 1,200 job cuts
by December 31, 2006.

¢ Cost-reduction measures have also been implemented in
South America and Asia.
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Extract from notes to Consolidated Financial Statements (Note 11)

Provisions for contingencies and charges

{(in thousands of euros)
. _______ |

Dec. 31, Translation Movements Reversals Reversals Dec. 31,
2001 adjustments (utilized {non-utilized 2002
and other allowances) allowances)
Post-retirement and other
employee benefit

obligations 3,091,157 (282,676) 316,610 (348,593) - 2,776,498
Deferred taxes 57,234 (2,405) 11,393 (15,725) - 50,497
Restructuring 627,465 (12,025) 40,167 (213,198) (22,173) 420,236
Other 182,793 (30,662) 78,472 (33,990) - 196,613
Total 3,958,649 (327,768) 446,642 {611,506) (22,173) 3,443,844

The decrease in restructuring provisions mainly corresponds
to provisions reversed to cover expenses incurred during the
year in connection with the implementation of restructuring
plans (including the plan to improve the competitiveness of
Group operations in Europe and the cost-reduction plan in
North America).

Post-retirement and other employee benefit obligations

These commitments are more fully described in Note 13 of
the Notes to the Consolidated Financial Statements and in
the paragraph “Additional Information” below.

Operating income by business segment

» Operating income in the Passenger Cars-Light Trucks
segment advanced 7.6% and operating margin edged up
0.7 points 10 9.6%. This rise was powered by enhance-
ment of the Group’s market-product mix and improved
inventory management, as well as by price increases
phased in since 2000 both for original equipment and
replacement tires. At the same time, however, the rise

L4

was tempered by a falloff in the North American replace-
ment tire market and worsening economic conditions in
South America.

In the Trucks segment, operating income surged by
41.3%. At 12.3%, operating margin climbed 3.5 points,
having troughed in 2001. This increase reflects how the
Truck segment managed to contain capital expenditure,
keep inventory low throughout the year, reduce customer
credit, and lower the break-even peint. In addition, the
Truck tire business enjoyed better-than-expected market
conditions over the year.

Other Businesses ended the year with an operating loss
of €24 million, representing an €11 million contraction
on 2001, as earnings were weighed down by tough busi-
ness conditions for earthmover and aircraft tires. The fall
in value of the dollar against the eurc also negatively
impacted performance, as did losses from the Wheels
and Wheel Assemblies and ViaMichelin start-up costs, as
budgeted for the period 2001 to 2003.



Operating income by business segment

in millions of euros

Sales Operating income Operating margin
2002 % total  Change 2002 Change 2002 2001
Passenger Cars-Light Trucks 7,947.9 50.8% -0.4% 764.8 +7.6% 9.6% +8.9%
Trucks 3,944.0 252%  +0.7% 4848 +41.3% 12.3% +88%
Other Businesses* 4,637.3 29.6% -5.4% (24.4) - 75.0% - 0.5% -03%
Inter-segment eliminations (884.2) {5.7%)
Total 15,645.1 100% -0.8% 1,225.2 +17.8% 7.8% 6.6%

* Other Businesses include specialty tires, tire distribution, road-holding systems, wheels, Editions des Voyages and the ViaMichelin service. Each of these businesses accounts for less
than 10% of consolidated sales. Distribution has a lower operating margin than production and performance can be extremely variable.

Operating income by function
Gross margin improved by 1.9 point.

Excluding exchange-rate effects, selling, general and
administrative expenses rose at a slower rate than sales.

Income statement analyzed by function

This was mainly attributable to a higher level of R&D
expenditure, triggered by an accelerated revamp of product
ranges and the Group’s expansion in high-tech segments
with high added value.

In millions of euros

% 2001 %
Net sales 100 15,775 100
Cost of sales 69.9 11,325 718
Gross margin 30.1 4,450 28.2
Selling, general and administrative expenses 22.3 3,409 21.6
Total operating expenses 92.2 14,734 934
Operating income 7.8 1,040 6.6
Interest income and expense (321)
Income from ordinary activities 719
Net non-recurring income and expense (29)
Income tax (330)
Net income of fully consolidated companies 361
Income (losses) from companies accounted for by the equity
method (13)
Amortization of goodwill (34)
Net income 3.9 314 2.0

Note: cost of sales includes logistics and research costs.
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R&D costs

in millions of euros

2002 2001 2000

R&D costs 704 702 645
% of sales +45% 1+ 4.4% +4.2%
Change +0.3% ] +83% +95%

Change in sales -08% | +25% +11.9%

Update on raw materials

In 2002, raw materials represented 21.5% of Michelin’s
sales and 30.8% of cost of sales.

On account of the Group's supply chain structure, raw
materials are used in the production process between three
and six months after they are purchased. Consequently,
Michelin’s cost of sales were affected:

e in first-half 2002 by a 4.5% decrease in raw material
costs, after conversion to euros, during the second half
of 2001;

* in second-half 2002 by an increase in raw material costs
during the first half of 2002.

Over full-year 2002, raw material costs, converted to euros,
were 4% lower than in 2001.

These costs continued to rise in the second half of 2002,
although the impact was partly offset by the sharp fall in
the US dollar against the euro, and this will be reflected in
the Group's cost of sales for the first half of 2003.

When there is a rise in the price of oil and oil by-products,
only 15% of Michelin’s raw material costs is impacted over
a period of less than one year, even though synthetic rub-
bers and carbon blacks represent almost half of the Group's
raw material costs.

Michelin’s raw material costs

(value in 2002)

Natural rubber
Synthetic rubbers
Carbon blacks
Chemical products
Textile and metal cables

Since the use of subcontracting, particularly in manufac-
turing, represents a total amount of €181,115,000, it is
only of limited significance.

Net income before minority interests up nearly twofold to
€614 million

¢ Net interest expense improved thanks to a near €1 billion
reduction in net debt.

* The Group reported non-recurring income of €75 million,
stemming primarily from capital gains on disposals of
North American real-estate assets in connection with out-
sourcing the supply chain to TNT Logistics in August
2002.

* The effective tax rate came down from over 50% in 2001
to 38.4% in 2002, which better reflects the Group's
structure and business.

* At €614 million, net income was the one of the highest
levels recorded by the Group over the past decade.

Reduction in working capital*

* Working capital decreased €152 million on a like-for-like
basis compared with 2001,

* Net inventories represented 18.3% of sales versus 20.9%
in 2001, translating into a 4.2% year-on-year decline
excluding currency effects.

» Trade receivables remained unchanged at constant
exchange rates. including currency effects they contracted
by 7.2%. Michelin securitizes trade receivables as part of
its routine financing transactions. These securitizations,
which totaled €1.6 billion in 2002, are reflected in full in
the consolidated balance sheet.

Working capital decreased €152 million on a like-for-like
basis compared with 2001.

* Working capital = inventories + trade receivables — trade payables



Free cash flow

In 2002, the Group had free cash flow of €637 million,
double that of 2001, when it was already significantly
increased by proceeds from the sale of PSA shares.
The 2002 figure includes €347 million worth of voluntary
contributions to employee pension funds.

Cash flow is determined after accounting for Michelin’s
contributions to Group employee pension funds and
payments to retirees under unfunded defined benefit ptans.

In 2002, these contributions were made in North America,
in the amount of €281 million, and in Spain in the amount
of €66 million, following a change in Spanish funding
regulations.

The contributions enabled Michelin to maintain its pension
funds at appropriate levels against a backdrop of harsh
financial markets. They also clearly showed Group
employees that Michelin is serious about wholly fulfilling its
responsibilities towards them.

Michelin has set itself the target of generating free

cash flow on a recurring basis.

In millions of euros
L .. ]

1999 2000 2001 . 2002..
Free cash flow: (300)  (241) 309 f6370
Excluding o
proceeds
from sale of
PSA shares NA NA 107)

Free cash flow = Cash flow
- Net change in working capital
- Net capital expenditure

Pensions and other post-retirement benefits meet
minimum funding levels

At December 31, 2002 — as at prior year-ends — Michelin’s
pension funds met the minimum funding levels set in local
regulations. In 2002, plan assets outperformed their bench-
mark return. This benchmark return naturally takes into
account the long-term nature of the funds. In addition,
Michelin’s unfunded obligations are largely covered by
consolidated cash flow.

The Group drew up a detailed analysis of pension fund
obligations in July 2002. Also, Note 13 to the consolidated
financial statements describes in full the figures calculations
used to determine these obligations at December 31, 2002.

Lower, restructured, long and short-term debt

Group debt was reduced to €3,818 million at December
31, 2002, representing a year-on-year decrease of
€1,063 million, partly attributable to lower working capital.
Of the decrease, €606 million was due to changes
in exchange rates and Group structure. The net debt-to-
equity ratio was 0.85 compared with 1.13 the previous
year.

At 6.2%, average borrowing costs were on a par with
2001,

In 2002, the Group carried out a €1.5 billion euro-bond
issue. The issue comprised two tranches, one in the amount
of €1 billion, with a 7-year term, and the other in the
amount of €500 million with a 10-year term. The interest
rates on the bonds (6.125% for the 7-year tranche and
6.5% for the 10-year tranche) testify to market recognition
of the Group's strong fundamentals and good credit rating.

The proceeds from the bond issue have been used to repay
short-term bank financing and a subordinated line of credit.
The line of credit, which expires in 2005, is currently
undrawn.

Michelin has extended the life of its debt

Dec. 31, 2001 | Dec. 31, 2002 |

Due within 1 year 38% 20%
Due in 1 to 5 years 34% . 38%
Due in more than 5 years 28% 42%
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Long and short-term debt at December 31

in millions of euros

2001

4,881 4,926
4,326 4,155
1.13 1.19

2000

Net debt
Stockholders’ equity
Net debt-to-equity ratio

In 2002, in & move to streamline the Group’s fegal structure, Compagnie Générale des
Etablissements Michelin launched a stock-for-stock offer for the bearer shares of its Swiss
subsidiary Compagnie Financiére Michelin, The offer was successful, and CGEM now
owns 99.7% of Compagnie Financiére Michelin's capital. The shares issued to former
Compagnie Financiére Michelin stockholders added €169 million to CGEM's sharehold-
ers' equity.

Michelin close to its economic performance target

Michelin has set itself an annual economic performance
target based on the concept of creating value. To deter-
mine whether the Group is creating value, the actual risk-
adjusted return on capital employed (actual RAROCQ),
corresponding to the cost of economic capital and debt
is compared with target RAROC.

The Group allocates a portion of economic capital and debt
1o each asset, based on the level of risk associated with the
asset. The change in the level of risk over time is taken into

Michelin value creation

account by basing the calculation on the net book value of
assets, after depreciation and amortization.

The Group has set as its target a high after-tax return on
economic capital of 15%, based on euro interest rates.
Using this overall target as a starting point, separate targets
are then set for each country, taking into account differ-
ences in interest rates and risks. The average required rate
of return on economic capital for 2002 was 15.4%.

The Group uses economic capital allocation techniques as
a basis for operating decisions — concerning for example
capital expenditure, customer credit limits and the out-
sourcing of certain activities.

To measure value creation, target risk-adjusted return on
capital (“Target RAROC ") — corresponding to the calculated
cost of debt and economic capital expressed as a percent-
age of capital employed — is compared with actual risk-
adjusted return  on capital  ("Actual RAROC"),
corresponding to net income before interest expense, also
expressed as a percentage of capital employed.

In 2002 actual RAROC was 9.5%, just 0.3 point below
target RAROC.

in millions of euros

2001 2000 1999 1998
Economic capital 4,592 4,430 4,053 3,680
Weighted average cost
of economic capital 16% 16.3% 17% 17%
Allocated debt 5,226 5,183 4,675 4,206
Weighted average cost of debt (" 6.1% 7.2% 6.1% 7%
Capital employed 9,818 9,613 8,729 7,886
Target RAROC 10.7% 11.4% 11.2% 11.7%
Net income 314 438 182 574
Interest expense 351 358 281 255
Actual RAROC 6.8% 8.3% 5.3% 10.5%

(1) Weighted average cost of debt corresponds to the weighted average borrowing costs per country over a 3-month to 5-year period covering January 1 to December 31. This weighted

average cost is applied to “allocated debt”.



4.7 - Issuer’s risks

4.7.1 - Financial risks

In a rapidly changing global environment, shaped by volatile
financial markets and constant advances in financial tech-
niques, the mission of the Corporate Treasury department
is to:

- Raise financing for the Group as a whole and the
individual Group companies on the best possible terms.

— Identify, measure and hedge financial risks, in close
cooperation with the operating entities.

Hedging activities are designed to provide the most
cost-effective solution to minimizing the impact on Group
earnings of changing conditions in the financial markets,
The aim is to reduce the amount of capital required to
manage these financial risks. The Group does not carry out
any speculative transactions on the financial markets.

Currency risks
Transaction risk
Corporate Treasury is responsible for:

— Netting as many intercompany transactions as possible,
through a captive factoring company which pools inter-
company payments and through financial services
provided to subsidiaries by Compagnie Financigre
Michelin.

- Systematically hedging all net positions remaining after
this process

In certain exceptional cases, it is not possible to hedge an
exposure in a given currency because no counterparty to
the hedging transaction can be found or because the cost
would be disproportionately high. This was the case in 2002
in Argentina and Venezuela.

The assets of subsidiaries are financed by equity capital,
as explained below, and by borrowings in their operating
currency. Exceptionally, the assets of subsidiaries operating
in countries where inflation is running at more than 10%
per year may be financed in hard currency - preferably the
US dollar — if real interest rates are excessively high.
These financing operations are arranged at Group level
and are closely monitored.

Translation risk

Net investments in subsidiaries are financed in the local
currency of the holding company. Future cash flows from
these long-term investments (dividends, fees for R&D services
and trade mark licenses, injections of capital) are hedged
on a selective basis according to the probability of the cash
flows occurring. Investments that are intended to be sold
are generally financed in the local currency of the subsidiary
concerned.

A breakdown of consolidated shareholders’ equity by
currency is provided in the following table.

Analysis of risks related to the Michelin Group’s financing as of December 31, 2002

In millions of euros

Currency Assets less Shareholders’ Utilized borrowings
non-financial equity + minority
liabilities interests Floating rate Long-term fixed Average life of
rate debt long-term fixed
rate debt
EUR 3,558.4 3,605.4 (1,123.4) 1,076.3 6.8
CHF (17.1) (1,085.3) 1,071.3 6.9 57
usb 2,316.1 692.0 748.6 875.5 4.2
GBP 677.9 286.7 391.3
CAD 403.0 285.1 118.0
Other 1,381.9 728.6 609.5 43.9 1.5
{ Total - ) 8,320;2,,, S S 4‘;502.3'; . 1,815.3 U ,'2,002“_5' ) 55
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Strategic currency risk

Strategic currency risk results from the fact that certain
manufactured products are sold outside the country of
manufacture. it represents a competitiveness risk which
affects the value-added generated by the products,
depending on which way exchange rates move.

Unlike currency risks associated with transactions and
investments in foreign subsidiaries, strategic currency risk is
not generally hedged. However, as can be seen from the
following charts, sales and added costs are fairly evenly bal-
anced by currency, providing the Group with a relatively
high level of protection against strategic currency risk.

49.1%
40.1%
36.9%
331%
-
8.3% 8.2%
7% T sew 54%  sgm o
& W
North Euro Pegged Asian Other
America to the euro currencies currencies
(USS, CANS)

At December 31, 2002

0 Added costs: payroll costs and other operating expenses
W Sales

Provided the US dollar is stable, Michelin is relatively dollar
neutral.

Sales outside Europe represent just over 50% of consoli-
dated net sales, with North America accounting for 39%.
However, the bulk of raw materials purchases is billed in
dollars, or on the basis of dollar prices or in currencies that
are pegged to the dollar as a currency base. A portion of
these raw materials is used in Europe. In addition, the
dollar-denominated earnings of the Group’s North

American operations are converted into euros in the
consolidated financial statements,

Consequently, any weakening of the dollar against the euro
has the effect of:

- reducing the value, in euros, of sales by European and
Asian entities that are billed in dollars, and of North
American earnings;

- reducing the cost base due to the lower cost of raw mate-
rials used by plants in Europe.

A timing difference arises, however, between the reduction
in sales and in costs, because an average period of around
4 to 6 months elapses between the purchase of raw
materials and their inclusion in cost of sales. Provided the
US dollar is stable, there is relatively no impact on operating
income. However, if the dollar loses ground against the
euro, the consolidated income statement is initially negatively
impacted, because of this timing difference.

Interest rate risk

The Group is exposed to interest rate risks on borrowings,
due to changes in interest rates in the countries in which it
operates.

The Group follows a practical approach to managing these
risks, with a view to protecting future cash flows and reduc-
ing financial volatility.

Long-term positions are managed by the Corporate Finance
department. Short-term positions are managed at the level
of the individual countries, under the supervision of the
Corporate Finance Department which closely monitors
compliance with the exposure limits set for each country.

The above table entitled "Risks related to the Group's
financing as of December 31, 2002" provides details of the
Group’s interest rate positions by currency (see “Utilized
borrowings” column). The data are based on an analysis,
by company and by currency, of intercompany and exter-
nal borrowings net of intercompany loans, after taking into
account swaps and other derivative instruments used to
convert interest rate positions.

December 31, 2002, 52.5% of the Group's net debt was
at fixed rates of interest.



Commodity risk

The Group is exposed to commodity risks during the period
in which commodity price rises cannot be passed on in
the sale price of manufactured products. This period
varies depending on the market and the level of competition,
but is generally less than one year.

The net position corresponds to the number of days’ sales
represented by inventories and firm purchase commitments
(long position) less the number of days required to pass on
the price rises in sales prices (short position).

In order to keep earnings volatility to a minimum, hedges
are put in place when all of the following conditions are
met:

- the decision has been made to hedge commodity risk on
a recurring basis

- an organized market exists for the commodity concerned

— the pericd required to pass on the price rise can be deter-
mined reliably and is reasonably consistent.

At December 31, 2002, no significant hedges of commodity
risks were outstanding.

In 2002, raw materials represented 21.5% of Michelin's
sales and 30.8% of cost of sales. Some 75% of raw
materials purchased by Michelin are billed in dollars or
currencies pegged to the dollar, while over half of the
Group’s tire manufacturing takes place in Europe.

It is practically impossible to hedge the commodity risk
arising on natural rubber, given the vast scale of the Group's
natural-rubber purchases. As regards oil by-products,
Michelin mostly purchases compounds of synthetic rubbers,
such as styrene and butadiene, as well as carbon black
compounds. The price of these products varies depending
on supply and demand, as well as on oil prices and on
whether the products have low or high added value. Prices
are therefore only partially correlated to oil prices.

Although some 50% of these purchases consist of oil by-
products (primarily synthetic rubbers and carbon blacks),
only 15% at most of Michelin's total raw material costs
would be partially impacted by a rise in the price of oil or
oil by-products, with a time lag of one year.

Credit risk

In the normal course of business, Michelin grants credit to
its customers in the form of extended payment terms. The
Credit Department, which forms part of the Corporate
Finance Department, sets the maximum payment terms and
customer credit limits to be applied by the operating
entities. The Credit Department is responsible for:

— analyzing and managing credit risks,
- avoiding collection delays,

— critically reviewing proposals by operating entities to
grant extended credit to specific customers or to raise a
customer's credit limit,

- billing late interest where appropriate.

At December 31, 2002, the Group's total trade receivables
amounted to €3.1 billion, spread between OE customers
and after-market customers (replacement sales). This total
includes receivables that have been sold or securitized
through consolidated special purpose entities. Receivables
from the Group's ten largest customers, each accounting for
over 0.6% of total receivables, amounted to €579 million,

As of December 31, 2002, thirty-seven customers had
credit limits in excess of €10 million. Two of these would
have been "non-investment grade”* had they been rated
by a ratings agency.

Bad debt write-offs for the Group as a whole, net of move-
ments in allowances, amounted to €43 million in 2002,
representing 0.275% of sales. Excluding movements in
allowances, these write-offs totalled €19.5 million, or
0.124% of sales.

For the period covering 1994 to 2002, average annual
losses on receivables stood at 0.20% of prior-year sales
and the annual volatility rate calculated at two-monthly
intervals was 0.19%.

* ie. classified as “trading securities”
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Distribution of the frequency of bad debts compared
with prior year sales, for the period from January 1,
1995 to December 31, 2002

Liquidity risk

The Corporate Finance Department is responsible for ensur-
ing that the Group's liquidity position is satisfactory at all
times, by efficiently managing cash reserves and putting in
place financing for appropriate periods on legal terms that
guarantee the availability of the necessary funds when
required.

The Corporate Finance Department also arranges
confinmed lines of credit offering the Group the required
flexibility in terms of financing, taking into account the
nature of Michelin's businesses.

The long-term debt figures presented in this report do not
include any credit facilities that could be withdrawn or
become immediately repayable if the Group's financial
ratios were to fall below a certain level or following
a materia! adverse change in the Group's financial position
or credit rating. At December 31, 2002, no clauses of this
nature were attached to any of the Group’s borrowings.
Michelin has always been careful not to sign such clauses,
even if this results in higher borrowing costs, in order to
protect the Group’s financial flexibility.

At December 31, 2002, the three companies’ ratings
were as follows:

CGEM D M@ MmFPm

Short term Standard &
Poor's A2 A2 A2
Moody's P2 P2 P2

Long term Standard &
Poor's BBB BBB+ BBB+
Moody's Baa2 Baa1 Baa1

Outlook Standard &
Poor's  Stable  Stable  Stable
Moody's  Stable  Stable  Stable

(1) Compagnie Générale des Etablissements Michelin

(2) Compagnie financiére Michelin. As the Group's financing arm, CFM is responsible for
securing and guaranteeing borrowings.

(3) Manufacture Frangaise de Pneumatiques Michelin

Capital ties between these three Group companies are presented in the simplified
organization chart on page 8.

On February 7, 2003, Standard & Poor’s indicated that it
would be placing 10 European companies, including
Michelin, on CreditWatch with negative implications. This
decision follows a change in rating method by Standard &
Poor's whereby accrued payroll costs are henceforth
classified under net debt. Standard & Poor's indicated that
this new approach could fead to Michelin’s rating
being notched down,

Analysis of the Group's liquidity position

In millions of euros

& At December | At December
31, 2002 31, 2001

Total long L
and short-term debt 5,027 5,821
Portion due in more
than one year 3,050 3,039
Portion due within one year 1,977 2,782
Liguid funds 1,209 939
Long-term undrawn, : '
confirmed lines of credit 2,795 2,293
Including subordinated
credit lines 905




Long-term undrawn and confimed lines of credit include a
$905 million facility which can be drawn down at any time
up until June 2005 in the form of subordinated debt due
2012. Not included, however, is the $170 million contingent
capital facility provided by a pool of insurance companies,
also maturing in 2012. Drawdowns on this facility may be
made only following the occurrence of certain events based
on changes in average U.S. and European Union GDP,

In April 2002, the Group carried out a €1,500 million euro-
bond issue comprising two tranches, one in the amount of
€1 billion, with a 7-year term, and the other in the amount
of €500 million with a 10-year term. The interest rates on
the bonds (6.125% for the 7-year tranche and 6.5% for
the 10-year tranche) reflect market recognition of the
Group's strong fundamentals and good credit rating.

The proceeds from the bond issue have been used to repay
short-term bank financing and subordinated debt. In
October 2001, in the wake of the September 11 attacks
and ensuing economic uncertainties, the Group drew down
$905 million from the subordinated line of credit set up in
2000 and used the funds to repay short-term borrowings.

The long-term portion of Group debt is €3,050 million,
composed of 48% due in one to five years and the remain-
ing 52% due in five to ten years. Total long and short-term
debt, net of long-term undrawn, confirmed lines of credit,
breaks down as follows by maturity:

Schedule of long-term net debt

and undrawn lines of credit
In miilions of euros

1,265.9
1,042.9 . 1,0349
i
| 8597
i
o 511.2
688 i 4046:° 2392
T
11476 f'i 101.8
jEI 7 [ 29 192 120
2004 2005 2006 2007 2009 2010 2011 2012-20

Zi Long-term undrawn lines of credit
8 Long-term debt

Total long-term debt: €3,049.6 million
Total long-term undrawn credit lines: €2,795.3 miflion

4.7.2 - Legal risks

The issuer is not subject to any special regulations or author-
izations to carry out its operations, or to confidentiality
agreements, or contractual relations, nor is it dependent on
any other companies nor, finally, is it subject to any special
tax regulations. To the Company’s knowledge, there is no
dispute, arbitration, or exceptional event that might have,
or has had in the recent past, a significant impact on the
financial position, earnings, business or assets of the
Company or the Group.

4.7.3 - Industrial and environmental risks

Throughout the Group’s history, Michelin has demonstrated
its desire to constantly control the environmental impact of
its operations while ensuring the safety of users of its prod-
ucts and passing on cost savings.
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The Group has always focused on extending the lifespan of
its tires in order to sparingly use raw materials that are in
limited supply. The average tire is made of 3/4 fossil-based
materials and 1/4 natural rubber. Michelin has achieved
the universally recognized quality of its tires thanks to
constantly striving to reduce the price per kilometer and
selectively managing resources.

Due to rolling resistance, tires account for some 20%
of fuel consumption for passenger cars and some 40%
for trucks. For several decades, Michelin has targeted a
considerable amount of its research efforts towards
reducing the scale and impact of this fuel consumption.
After ten years of sustained efforts, in the late 1980s
the Group perfected silicon based elastomers and reinforcing
fillers representing a major step forward without any loss
of other types of performance, particularly in skid resistance
properties and therefore safety.

The Group's research was experimental at the outset but
its advantages were clearly proven by a Life Cycle Analysis
(LCA) carried out for the European profession as a whole
in 2001 on the standard passenger car tire. The LCA results
showed that Michelin is right to constantly strive to find the
best combination of technical and environmental perform-
ance for its products throughout their life cycle, from the
manufacturing stage right through on-vehicle use to final
reuse or recycling.

The analysis also highlighted the low environmental impact
of tire manufacturing in general, concluding “the environ-
mental impact of car passenger tire production is primarily
determined by production of the raw materials concerned
rather than the tire itself...”.

The Group’s core business of tire manufacture represents a
low source of poliution and is not a major environmental
hazard. Michelin’s plants do, however, use over 200
different raw materials during the manufacture of its tires,
some of which may be considered hazardous due to their
potentially harmful or inflammable nature.

As some of Michelin’s industrial operations require careful
monitoring of their environmental impact, corresponding
action points are considered a pricrity in the environmental
plans drawn up by the Group’s various business units. These
entail:

« the production of synthetic rubber: Only two Group pro-
duction sites are concerned by this - Bassens in France

and Louisville, Kentucky in the USA. They are classified
“high threshold” Seveso type ;

» metal cable production (13 workshops worldwide
supplying 80 plants);

* Wheel production and wheel assembly (3 sites in Spain,
France and Germany),

* and, to a lesser extent, rubber mix production (31 work-
shops worldwide, supplying 80 plants) and textile cord ply
(6 workshops).

Potential risks for the above-mentioned operations concern:

» Environmental risks related to manufacturing synthetic
rubber, as the hydrocarbons used are highly inflammable.
Michelin regularly re-evaluates the quality of safety and
protection measures taken for sites where there may be
an environmental impact. In addition, major investments
have been made in these sites since 2001 and will
continue to be made over the next six years.

Environmental risks related to metal cable production
should there be accidental discharge of liquid effluent
from the machines used for the electrolytic processing of
the cables. Michelin manages this risk by closely moni-
toring the chemical reactions concerned and the process
in general in order to avoid toxic waste in effluents and
facilitate processing at purification plants.

Use of large volumes of solvents for paints and equipment
cleaning purposes in the manufacturing and assembly of
wheels. These solvents release volatile organic
compounds (VOCs) into the atmosphere. A program has
begun at the sites concerned to eliminate or treat VOCs,
using new products that do not contain solvents.

Accidental fire at the rubber-mix production facilities.
Risk is particularly high at the two extremes
of the Preparation/Production/Storage product chain.
A potential risk exists due to the calorific mass of the raw
materials and finished products. Practically all of the
rubber-mix production facilities are equipped with fire
sprinklers.

* The Seveso type classifcation is the result of a European directive. This relates to
industrial activities that might present a danger for the surrounding community and
environment (mainly of an acquatic nature) due to potential major accidents involving
dangerous substances. The directive is applicable to sites at which dangerous
substances are stored or used. Two categories of sites are described in the directive:
facilivies classified as “high threshold” must set up a major accident prevention system
and present this to the governmental authorities. In France, some 400 establishments
are classified "Seveso®, compared with over 4,000 for the European Union as a
whole,



* Use of glues in the cord ply production facilities and the
treatment of glue-covered ply in the furnaces that may
release VOC-type vapors. Filters fitted on the furnace gas
outlets help contain this risk.

Asbestos is not used by Michelin in either the composition
or manufacture of its products or their distribution. In some
older facilities, mainly in Europe, asbestos may have been
used in the past as an insulating material in certain ducts,
vapor production facilities or machine couplings.

The Group set out as early as the beginning of the 1980s
to eradicate asbestos risk wherever it was present. Only a
very small number of individual legal claims have been filed
by former employees in those countries where the Group
could be held liable for exposing its employees to asbestos.

Michelin has implemented a series of preventive measures
10 counter these various risks.

In general, Michelin deals with industrial and environmental
issues on a Group-wide basis.

* No particular risk is attached to the Group's operations
in terms of soil pollution. Nevertheless, most sites use
subsurface tanks to store hydrocarbons. A study has been
initiated to check the condition of the soil and subsoil
at these sites. To date, only low level pollution has been
detected, limited to the sites and the immediate environs
of the contamination points caused by leaks from tanks.
The Company pays particular attention to soil pollution
during environmental audits related to the potential
acquisition of manufacturing sites and the sale of indus-
trial land.

In 1991, Michelin initiated a far-reaching plan to reduce
the use of solvents. This has achieved excellent results,
resulting in over a 50% reduction to date compared with
1992 in European plants dedicated to passenger cars and
light trucks.

L

For fire and accident prevention, the Group has set up a
central body of specialists responsible for rolling out the
Group's fire prevention policy through the “HPRM” (High
Protected Risk Michelin) concept. This body has been
entrusted with establishing the standards of the policy
and helping to apply the technical aspects of the corres-
ponding action points.

This upstream approach, rounded off by audits assigned
to an independent establishment, is designed to ensure
that the selected guidelines are relevant and that the

recommendations are effectively applied. It is based on
an exhaustive risk analysis and reliable feedback, and has
enabled the Group to establish an ambitious standard
that goes beyond the legislation in force in the field. The
standard’s basic principle is a combination of prevention
management, intervention capabilities and static and
automatic protection measurements. The first ievel of
HPRM requirements led to a four-year improvement
program costing €75 million.

As early as 1998, the company initiated a wide-scale
program aimed at reducing to a minimum the environ-
mental impact at industrial sites. A Michelin
Environmental Management System was set up covering
alt sites, which operates alongside the Michelin Quality
Assurance system. By the end of December 2002, 80%
of the Group's production originated from 1SO 14001-
certified plants.

in accordance with the requirements of this system, envi-
ronmental audits must be performed by a team of auditors
external 1o the site and external audit certification must be
obtained from an organization accredited to award ISO
14001 type certification.

To ensure that the Group’s risk analyses and retained solu-
tions are sufficiently robust, Michelin has set up a network
for dealing with environmental issues, health and safety
and industrial risk prevention.

This "Environment and Risk Prevention” (ERP) network
counts more than 100 specialists in the various countries
where the Group is present, along with a dedicated team
at each industrial site. The ERP Officer reports to the Group
Executive Board and manages a budget adapted to the
network’s needs. At December 31, 2002, the total amount
of provisions set aside by the Group for environmental risk
was some €10 million.

4.7.4 - Insurance — coverage of risks that might be
run by the issuer

Despite the preventive measures taken by the Group,
Michelin is required to transfer to the insurance market
certain of the above risks that are considered as exceeding
its self-insurance capacity. The programs put in place by the
Insurance department, which forms part of Corporate
Finance, are determined after consultation with the Internal
Audit, Quality, Legal Affairs, Corporate Finance,
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Environment and Risk Prevention departments. The
insurance department is responsible for:

¢ Participating in the risk analysis and mapping process.

* Determining and implementing decisions to transfer or to
self-insure risks throughout the Group.

e Ensuring that the Group complies with insurance
industry requirements - including by issuing guidelines
concerning any new requirements in the area of risk
prevention — and takes full advantage of innovations in
the field of insurance cover.

» Ensuring that appropriate legal and financial structures
exist to permit the implementation of decisions.

Michelin has established integrated global insurance
programs covering the major risks, based on the types and
levels of cover available in the insurance and reinsurance
markets, The different types of cover are property and
casualty cover, including incremental operating costs, civil
liability cover and product liability cover extending to
accidental environmental damage.

Insured values are set based on an analysis of risks, taking
into account estimated loss probabilities. The Group has
several captive insurance companies responsible for pooling
risks for which the frequency rate or the level of potential
losses is qualified as “average”. Risks for which potential
losses are qualified as "high” are insured on the market.
The amount of insurance cover taken out by Michelin is not
disclosed, as this would entail also disclosing details of esti-
mated maximum potential losses, the amount of insured
losses and the Group's financial resources, in order to allow
readers to assess the adequacy of such cover. In addition,
detailed disclosure of the amount of product liability
insurance carried by the Group would have the effect of
increasing the risk of claims.

4.7.5 - Other specific risks

There is no other specific risk, beyond those inherent in any
industrial activity, which by its nature would significantly
affect the results, activity, assets or the financial situation
of the issuer or its Group.



Additional information
Pension funds

The notes to the consolidated financial statements at
December 31, 2002 describe the Group’s benefit
obligations, their amount, the valuation methods applied,
their accounting treatment and the annual cost. Additional
informaticn about these obligations is provided below.

Minimum funding levels are set in local regulations. These
levels generally correspond to the present value of future

Performance of plan assets

benefit obligations arising from current and past years of
service, known as the Accumulated Benefit Obligation or
ABO in the United States, the Solvency Basis in Canada, and
the Minimum Funding Requirement in the United Kingdom.
The minimum funding requirement is recalculated each
year by independent actuaries.

The following table shows the value of plan assets at
December 31, 2002, for each plan concerned, compared
with the minimum funding requirement in each country:

At Dec. 31, 2002 Plan assets % of Expected Actual Actual Average
(in €m) minimum return return return breakdown

funding on plan on plan on plan  equities/fixed

requirement* assets assets assets income

2002 2002 1991-2002 and other **

USA 1,844 97% 9.15% -33% 10.5% 45% / 55%
Canada 451 91% 8.50% -4.5% 62% / 38%
UK 1,334 103% 6.75% -12.7% 9.4% 64% / 36%
Other 186 57% 5.50% -11% 17% / 83%

| Group total 3,814 95% 8% - -T% 52% / 48%

* ABU in the USA, Minimum Funding Requirement in the UK, Solvency Basis in Canada.
** Average breakdown for 2002
Note: These are Group calculations and are unaudited.

Despite the sharp fall in stock market prices over the last
three years, the 12-year average annual return on plan
assets has exceeded the expected average returns
determined at the start of each year and used to determine
periodic pension cost.

Michelin pays regular contributions to the pension funds.
Contributions paid over the last three years were as follows:

In € millions (at average exchange rates)

In 2002, Michelin also paid two exceptional contributions,
in the United States and in Spain following a change in
Spanish funding regulations.

Unfunded obligations

With the exception of certain Spanish plans, at December
31, 2002 the Group was not required to fund supplemen-
tary pension and post-retirement benefit obligations by
making payments to external funds. These obligations
relate to benefits paid directly by the employer to the
employee on the vesting date. They correspond to supple-
mentary pension benefit obligations under German and
Italian plans and certain Spanish plans, long-service awards
payable in France as well as the payment of retirees’ health-
care costs in the US and Canada. These unfunded obliga-
tions are provided for in the balance sheet in an amount of
€2,776 million (see Note 13 to the consolidated financial
statements).

Benefits paid under these plans in the last three years were
as follows:

In € millions (at average exchange rates)

2000 2001 2002

186.5 190.2 195.0
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Taking into account the demographic structure of the
employees and retirees concerned, as well as the expected
sharp rise in future healthcare costs, assuming there are no
changes in local regulations benefit payments are expected
to increase steadily by a few percent per year. Over the last
three years, these payments have represented 11.3% of
Group cash flow before benefit payments.

Off-balance sheet commitments

Impact of periodic pension costs on operating income

Periodic pension costs are deducted from operating income
under “Payroll costs”.
In € millions (at average exchange rates)

2000 2001 2002
Operating income
before periodic
pension costs 1,486.4 1,397.3 1,565.8
Periodic pension
COsts 3239 357.3 340.6
Published
operating
income 1,162.5 1,040.0 1,225.2

As shown in Note 13 to the consolidated financial state-
ments, the largest component of periodic pension cost
is the interest cost, which does not give rise to a cash
outflow.

In € thousands

PE05031,12.2002 31.12.2001
Commitments given: ‘
Guarantees given 114,651
Future minimum lease payments under non-cancelable operating leases 586,346
Discounted bills 6,471
Total 707,468
Commitments received: s fow
Guarantees received L 254,378

|

Total commitments given amounted to €733 million in
2002, including €615 million corresponding to future
minimum lease payments under non-cancelable operating
leases. These leases primarily relate to warehouses,
industrial equipment, IT equipment and handling
equipment.

Other commitments given correspond to guarantees given
to third parties outside the Group.

Commitments received amounted to €146 million, relating
to guarantees for receivables. These primarily include
deposits and letters of credit.



Other contractual obligations and commitments
In € thousands

. ______________________________________________________________________|]

Contractual obligations CeooTetakar Payments due by period

/ Under one year Two to five years More than five years
Provision for restructuring 118,098 238,842 63,296
Trade payables and related accounts 1,424,787 68 0
Other liabilities and e
adjustment accounts 1913154 1,814,544 98,610 0
Leasing agreements included in the et e
off balance sheet commitments L 614,715 106,777 330,585 177,353
Total 4,372,960 ¢ : 3,464,206 668,105 240,649

Securities

In € thousands

31/12/2002

iz
Financial debt secured et
by real sureties

Securitizations

Michelin securitizes trade receivables. An American receivables
securitization programme has been in place since 1994,
totaling €728 million at December 31, 2002. In the course
of 2002, Michelin also set up a European program to
securitize German, French, Spanish and ltalian trade
receivables. These amounted to €918 million at December
31, 2002.

The Group uses special purpose entities that do not qualify
as controlled entities for the purpose of applying French
generally accepted accounting principles. Nevertheless,
Michelin has elected to reflect the transactions in full in the
consolidated balance sheet, under trade receivables and
long and short-term debt.

At December 31, 2002, €1.6 billion worth of receivables
had been securitized.
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Chapter V

Financial statements

5.1.0 - Michelin Group

Consolidated Balance Sheet at December 31, 2002

Assets tn € thousands
2002 2001 2000
issued, uncalled capital - -
Fixed assets
Goodwill 319,408 282,718
Intangible assets 114,739 122,608
Property, plant and equipment 6,409,851 5,942,514
Investments 415,561 451,327
Investments at equity 77,576 80,939
7,337,135 6,880,106
Current assets
Inventories 3,302,052 3,564,377
Trade receivables 3,389,533 3,340,431
Other receivables, prepaid expenses and accrued income 2,414,141 2,427,013
Cash equivalents 176,389 184,036
Cash 762,625 746,441
10,044,740 10,262,298
Total assets 17,381,875 17,142,404




Liabilities and Stockholders’ Equity

Stockholders’ equity

Common stock 7 269,432 269,432
Paid-in capital in excess of par " 1,609,476 1,609,476
Retained earnings @ 2,117,475 1,964,702
3,996,383 3,843,610
Minority interests 329,540 310,919
Stockholders’ equity including minority interests 4,325,923 4,154,529
Provisions for contingencies and charges 3,958,649 3,710,955
Liabilities
Subordinated debt 1,026,598 -
Long and short-term debt 4,793,869 5,856,472
Trade payables 1,451,246 1,589,933
Other payables, deferred income and accrued expenses 1,825,590 1,830,515
8,365,007 9,097,303 9,276,920
Total liabilities and stockholders’ equity g 16,311,1"i8' 17,381,875 17,142,404

(1) Parent company
(2) including net income for the year

580,803

295,967 399,045
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for the year ended december 31, 2002

Consolidated statement of income

in € thousands

g 2001 2000

Operating revenue -
Net sales " '!576215,07'4 ’ 15,774,608 15,395,573
Reversals of allowances < - 10,882 21,216 22,046
Other operating revenues 455,099 481,670 392,788

16,111,155 16,287,494 15,810,407
Operating expenses ;
Purchases used in production 90, 8¢ 5,585,622 5,212,204
Payroll costs 495,152,143 5,241,525 5,136,598
Other operating expenses % 3,255,493 3,232,384 3,095,234
Taxes other than on income 231,713 232,054 225,730
Depreciation and amortization ‘8_9_1}3_83 937,961 955,304
Charges to allowances and provisions 64,360 : 17,777 22,877

T (14,885,956) {15,247,323) (14,647,947)
Operating income 1,225,199 | 1,040,171 1,162,460
Net interest expense (320,779) (314,388)
Operating income from ordinary activities 719,392 848,072
Net non-recurring income and expense . \‘,:7‘5,2/0'9 i (28 906) (75 844)
Income taxes (382,455) . (329,712) (290,447)
Net income of fully-consolidated companies 360,774 481,781
Income {losses) from companies accounted for by the equity method} (12,834) (1,225)
Amortization of goodwill (33,996) (42,193)
Net income before minority interests 313,944 438,363
Net income 295,967 399,045

Minority interests 17,977 39,318

Basic earnings per share 2.20 2.96
Diluted earnings per share 2.20 2.96




Consolidated statement

of cash flows

In € thousands

2002, 2001 2000

Cash flows from operating activities )
Net income before minority interests 614,485 313,944 438,363
Adjustments to reconcile net income before minority interests
to net cash provided by operating activities:
Depreciation and amortization 943»1 13» : 976,877 1,055,060
Allowances, provisions and deferred taxes (256,956) 326,398 (51,543)
Net gains on disposals of assets 69,130) (290,702) (14,142)
Other 6,109) (3,911) (12,030)
Cash flow 1,225,403 1,322,606 1,415,708
Change in inventories 142;632 281,063 (248,996}
Change in receivables {39,302) (3,795) (246,701)
Change in payables 65,295 (218,294) 185,038
Other changes in working capital (119,060) (87,560)
Net change in working capital (60,086} (398,219)
Net cash provided by operating activities 1,262,520 1,017,489
Cash flows from investing activities ‘
Additions to property, plant and equipment and intangible assets (966,959) ) (1,316,714) (1,201,210)
Additions to investments (240,270) (242,111)
Total (1,556,984) (1,443,321)
Proceeds from disposals of property, plant and equipment
and intangible assets 60,734 108,746
Proceeds from disposals of investments 158,005~ 424,499 76,312
Total . :315,475 ... 485,233 186,058
Net investment for the period - (871,181) (1,071,751) (1,257,263)
Impact of changes in Group structure of (4,268) (3,257)
Net change in working capital 121,931 2,266
Net cash (used) by investing activities (954,088) (1,258,254)
Cash flows from financing activities
Employee share issue - -
Expenses related to the stock-for-stock offer - -
Dividends pafd to parent company shareholders (104,662) {(93,109)
Other dividends paid (78,087) (67,019)
Total (182,749) (160,128)
Change in long and short-term debt (162,619) 436,664
Net change in working capital 39,743 {4,215)
Net cash (used) by financing activities {305,625) 272,321
Effect of exchange rate changes on cash and cash equivalents 5,730 18,439
Change in cash and cash equivalents 270,054 8,537 49,995
Cash and cash equivalents at beginning of period _ 939,'614" 930,477 880,482
Cash and cash equivalents at the period-end 1,209,05?;;' 939,014 930,477
including - Cash 730,505 762,625 746,441

- Cash equivalents 418,563 176,389 184,036
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Notes to the
statements

at December 31, 2002

Consolidation principles

consolidated financial

The consolidated financial statements have been prepared
in accordance with French generally accepted accounting
principles, including standard CRC 99-02 published by the
Comité de la Réglementation Comptable dealing with
consolidated financial statements.

Basis of consolidation

e manufacturing, sales and finance companies, special
purpose entities and other entities that are controlled by
Compagnie Générale des Etablissements Michelin, directly
or indirectly, are fully consolidated.

e companies that are between 20% and 50%-owned by
Compagnie Générale des Etablissements Michelin, directly
or indirectly, are accounted for by the equity method.

* as allowed under Article L.233-19 of the French Code de
Commerce, certain companies are not consolidated, either
because they are not material in relation to the Group as
a whole or because of substantial and lasting restrictions
on transfers of funds to other Group companies.

Accounting policies

1. All consolidated companies have a December 31 year-end.
The consolidated financial statements are prepared from the

Summary of significant
accounting policies

financial statements of the individual Group companies sub-
mitted for approval at their respective Annual Shareholders’
Meetings, as adjusted to comply with Group accounting
policies and presentation rules.

2. The financial statements of foreign subsidiaries outside
the euro zone are translated into euros as follows:

sbalance sheet items are translated at the year-end
exchange rate.

* income statement items are translated at the average rate
for the year.

The financial statements of subsidiaries operating in countries
with hyperinflationary economies are:

e either translated into the functional currency of their
economic environment,

* or translated at the year-end rate, after revaluation of
non-monetary assets and liabilities in accordance with
published local indices.

Differences arising from the translation of opening balance
sheet items and net income at the year-end rate are record-
ed in stockholders’ equity under “Retained earnings”, with
minority interests shown separately.

The consclidated financial statements for the year ended
December 31, 2002 have been prepared on a going concern
basis in accordance with generally accepted accounting
principles.

The main accounting policies applied are as follows:

a) Goodwill

Goodwill represents the difference between the cost of
shares in consolidated companies and the Group’s equity
in the underlying net assets after fair value adjustments to
identifiable assets and liabilities.

Goodwill arising on acquisition of manufacturing compa-
nies is amortized on a straight-line basis over 20 years.
At each year-end, the carrying value is reviewed for
impairment and, where necessary, the amortization period
is reduced.

Goodwill arising on acquisition of non-manufacturing
companies is amortized in full in the year of acquisition.

Negative goodwill is written back to the income statement
to reflect changes in the risk associated with the acquired
companies.



b) Intangible assets

Other intangible assets consist mainly of purchased and
internally-developed software, amortized over periods
ranging from one to three years, and purchased goodwill
representing small amounts, amortized in full in the year of
acquisition. Research and development costs are not capi-
talized.

¢) Property, plant and equipment

Property, plant and equipment are stated at purchase or
production cost.

Effective from January 1, 1999, assets acquired under finance
leases are recorded under assets and an obligation in the
same amount is recorded under liabilities.

Depreciation is calculated on a straight-line basis over the
average useful life of the assets. The main useful lives
applied are as follows:

* buildings 25 years
e plant and equipment 7 10 12 years
¢ other 2 10 12 years

If the carrying amount of property, plant and equipment
exceeds their net realizable value, an impairment charge is
recorded.

d) Investments

Investments in non-consolidated companies are stated at
the lower of cost and market. Market value corresponds to
the stock market price in the case of quoted investments
and the Group’s equity in the underlying net assets in all
other cases.

Other investments are also stated at cost and an impair-
ment charge is recorded where necessary.

e) Inventories

inventories are stated at purchase or production cost, deter-
mined by the weighted average cost method.

Where necessary, finished product inventories are written
down to net realizable value.

f) Trade receivables

Trade receivables are stated at nominal value, including
receivables sold to special purpose entities in connection with

securitizations. Allowances for doubtful accounts are deter-
mined on a case by case basis or according to the age of the
receivables,

The methods used to convert foreign currency receivables
into euros are described in note k.

g) Other receivables, prepaid expenses and accrued
income

Prepaid expenses and accrued income include:

* post-retirement commitments: the excess of the fair value
of plan assets, adjusted for unrecognized actuarial gains
and losses and prior service costs, over the present value
of defined benefit obligations.

« deferred taxes: deferred tax assets arising from deductible
temporary differences and tax loss carryforwards, deter-
mined separately for each individual company.

The accounting treatment of post-retirement commitments
and deferred taxes is described in notes | and m respec-
tively.

h) Provisions for contingencies and charges

A provision is booked when the Group has a present legal
or constructive obligation as a result of a past event, where
it is probable that an outflow of resources will be required
to settle the obligation and the amount of the obligation
can be reliably estimated.

The main provisions cover:

e post-retirement and other employee benefit commit-
ments: the excess of the present value of defined benefit
obligations over the fair value of the plan assets, adjusted
for unrecognized actuarial gains and losses and prior
service costs.

« deferred taxes: deferred taxes arising from taxable tem-
porary differences, determined separately for each indi-
vidual company.

s restructuring:  estimated amounts corresponding  to
measures adopted by the Group and announced before
the year-end.

The accounting treatment of post-retirement commitments

and deferred taxes is described in notes | and m respec-

tively.

Provisions for contingencies and charges recorded in the

accounts of individual Group companies for the sole
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purpose of complying with local tax laws are redassified
under stockholders’ equity, net of deferred taxes.

i) Financia! instruments
Currency risks

Group policy consists of hedging exposures to currency risks
using various market instruments, including forward con-
tracts and options.

Foreign currency receivables and payables of the same type
and with similar maturities are netted off and only the net
exposure is hedged.

This is the case of most foreign currency receivables and
payables. Hedging contracts are recognized in the balance
sheet at the date of inception.

Realized and unrealized profits and losses on hedging
instruments are recognized in the income statement,
together with hedging costs.

The net investment of Group holding companies in foreign
subsidiaries is financed in the holding company’s account-
ing currency.

Interest rate risk

Interest rate risk management policies are coordinated and
monitored at Group level with a view to protecting future
cash flows and reducing interest-rate volatility.

A ceiling is set on fixed rate borrowings for terms in excess
of one year, by currency.

Short-term interest rate risks are managed on a decentral-
ized basis.

j) Investment grants

Investment grants are recorded in liabilities under ”Other
payables and accruals” and are written back to the income
statement over periods not exceeding the depreciation peri-
od of the assets financed by the grants.

k) Foreign currency receivables and payables

Foreign currency receivables and payables are converted
into euros at the exchange rate ruling on the transaction
date. Their value is adjusted at the year-end based on the
year-end exchange rate and the resulting exchange differ-
ence is recorded in the income statement.

l) Post-retirement and other employee benefit
obligations

A summary of related significant accounting policies is
provided in note 13.

m) Income taxes

The income tax charge includes both current and deferred
taxes. Deferred taxes are calculated by the liability method,
on a company-by-company basis, on:

» temporary differences between the book value of assets
and liabilities and their tax basis.

etax loss carryforwards, to the extent that their future
utilization is considered probable.
Deferred tax assets and liabilities are not discounted.

n) Research and development costs

Research and development costs are expensed in the year
in which they are incurred.

o) Net non-recurring income and expense

Non-recurring items correspond to income and expenses
not arising in connection with the Group's ordinary activi-
ties, including restructuring costs and gains and losses on
disposals of fixed assets.

p) Basic earnings per share

Basic earnings per share are calculated by dividing net
income by the weighted average number of shares out-
standing during the year, including Compagnie Générale
des Etablissements Michelin shares carried on the assets
side of the balance sheet under “Short-term investments”,
less any shares canceled during the year,

Diluted earnings per share are calculated by adjusting net
income and the weighted average number of shares for
the effects of dilutive potential shares. Where the pro-
ceeds from exercise of dilutive potential shares are
received when the related rights are exercised, the pro-
ceeds are assumed to be used to purchase shares at the
average market price for the period, in accordance with
the treasury stock method.



q) List of consolidated companies

Registered office Country % interest
1. Parent company
» Compagnie Générale des Etablissements Michelin Clermont-Ferrand France
2. Fully-consolidated companies
Manufacturing companies
* Manufacture Frangaise des Pneumatiques Michelin Clermont-Ferrand France 99.87
» Michelin Roues France La Chapelle Saint-Luc France 99.87
* Prneu Laurent Avallon France 95.87
¢ Pneumatiques Kléber Toul France 99.87
* SIMOREP et Cie Société du

Caoutchouc Synthétique Michelin Bassens France 99.87
e Société de développement mécanique Noyelles-Les-Seclin France 99.87
*SODG Clermont-Ferrand France 99.87
* Michelin Algérie SPA Algiers Algeria 99.79
¢ Michelin Kronprinz Werke GmbH Solingen Germany 99.79
* Michelin Reifenwerke KGaA Karlsruhe Germany 99.79
* Sociedade Michelin de Participacoes,

Industria e Comércio Ltda. Rio de Janeiro Brazil 99.79
* Michelin North America (Canada) Inc. Laval Canada 99.79
* Michelin Shenyang Tire Co., Ltd. Liaoning Province China 84.82
* Shanghai Michelin Warrior

Tire Co., Ltd. Shanghai China 69.85
» Industria Colombiana de Liantas S.A. Cali Colombia 99.63
* Michelin Ruedas Espana, S.L. Tres Cantos Spain 96.23
* Neumaticos Michelin, S.A. Tres Cantos Spain 96.23
¢ American Synthetic Rubber Company, LLC Wilmington United States 99.79
¢ Michelin Aircraft Tire Corporation Wilmington United States 99.79
* Michelin North America, Inc. New York United States 89.79
¢ Michelin Hungaria Tyre Manufacture Ltd. Nyiregyhaza Hungary 99.79
* Societa per Azioni Michelin ltaliana Turin italy 99.79
* Michelin Okamoto Tire Corporation Ohta-City, Gunma-Ken  Japan 99.79
¢ industrias Michelin, S.A. de C.V. Mexico City Mexico 99.79
* Michelin (Nigeria) Limited Nigeria Nigeria 79.83
* Stomil-Olsztyn S.A. Clsztyn Poland 69.96
* Michelin Romania Retreading S.R.L. Bucharest Romania 99.79
s Silvania S.A. Zatau Romania 98.35
* Victoria S.A. Floresti Romania 94.30
* Michelin Tyre Public Limited Company England United Kingdom 99.79
* LLC "Michelin Russian Tyre Manufacturing Company” Davydovo Russia © 99,79
* Treadmaster Taiwan Ltd. Mia-Li County Taiwan 99.79

(a) The interest held by the European Bank for Reconstruction and Development (EBRD) in LLC “Michefin Russian Tyre Manufacturing
Company” {49.05%) and Michelin Romania S.A. (14.76%) has been exceptionally treated as a funding source.
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Registered office Country % Interest
* Michelin Siam Co., Ltd. Chonburi Thailand 59.87
e Siam Steel Cord Co., Ltd. Rayong Thailand 59.87
* Siam Tyre Industry Co., Ltd. Saraburi Thailand 59.87
* Siam Tyre Phrapradaeng Co., Lid. Samutprakarn Thailand 59.87
* Thai Recamic Co., Ltd. Bangkok Thailand 59.87
¢ Thai Tyre Mould Co., Ltd. Chonburi Thailand 59.87
Sales companies
* Euromaster France Grenoble France 85.88
* Michelin Aircraft Tyres Clermont-Ferrand France 99.87
® Recamic Services Clermont-Ferrand France 99.79
¢ Société d'Exportation Michelin Clermont-Ferrand France 100.00
¢ Transityre France Clermont-Ferrand France 99.79
* Michelin Tyre Company

South Africa (Proprietary) Limited Johannesburg South Africa 99.79
e Laurent Reifen-Vertriebs-GmbH Homburg Germany 99.87
* Michelin Argentina Sociedad Anénima,

industrial, Comercial y Financiera Buenos Aires Argentina 99.79
* Michelin Reifenverkaufsgesellschaft m.b.H. Vienna Austria 99.77
» Michelin Australia Pty Ltd. Melbourne Australia 99.79
* Michelin Belux S.A. Zellik Belgium 99.79
* Michelin Espirito Santo — Comércio,

Importacdes e Exportagdes Ltda. Espirito Santo Brazil 99.79
* Société Moderne du Pneumatique Camerounais Douala Cameroon 99.79
* Michelin Retread Technologies (Canada) Inc. New Glasgow Canada 99.79
* Michelin Chile Ltda. Santiago Chile 99.79
* Michelin Korea Co., Ltd. Seout South Korea 99.79
* Société Moderne du Pneumatique Ivoirien Abidjan lvory Coast 79.83
* Michelin Gummi Compagni A/S Brendby Denmark 99.79
* Prollantas S.A, Quito Ecuador 99.79
* Michelin Rehvide AS Tallinn Estonia 99.79
» Michelin Retread Technologies, inc. Wilmington United States 99.79
*Tire Centers, LLC Wilmington United States 99.79
* Qy Suomen Michelin Ab Espoo Fintand 99.79
e Elastika Michelin A.E. Halandri Greece 99.79
 Michelin Asia (Hong-Kong) Limited Hong Kong Hong Kong 99.79
s Michelin Central Europe Commercial

Company Limited by Shares Budapest Hungary 99.77
* Taurus Carbonpack Commercial and Supplying Ltd. Tuzsér Hungary 99.79
» Michelin india Private Limited New Delhi india 99.79
* Michelin Tire Sales Co., Ltd. Tokyo Jlapan 99.79
* Nihon Michelin Tire Co., Ltd. Tokyo Japan 99.79
* Michelin Riepas SIA Riga Latvia 99.79
* UAB Michelin Padangos Vilnius Lithuania 99.79
¢ Société Moderne du Pneumatique Malien Bamako Mali 100.00
« Michelin Tyre Services Company Ltd. Nigeria Nigeria 60.16
¢ Norsk Michelin Gummi AS Skedsmo Norway 99.79



Registered office Country % Interest

* M. Michelin & Company Limited Auckland New Zealand 99.79
» Eurodrive Services and Distribution N.V. Amsterdam Netherlands 99.01
» Michelin Nederland N.V. Drunen Netherlands 99.79
* Transityre B.V. Breda Netherlands 99.79
* Michelin del Peru S.A. Lima Peru 99.79
* Michelin Polska Sp. z 0.0, Warsaw Poland 99.79
» Michelin-Companbhia Lusc-Pneu, Limitada Loures Portugal 99.79
» Michelin Ceska republika s.r.o. Prague Czech Republic 89.79
» Michelin Romania S.A. Bucharest Romania 299,79
* Associated Tyre Spedialists Limited England United Kingdom 99.29
* Michelin Lifestyle Limited England United Kingdom 99.79
» Michelin Tyres Russian General Agency ZAO Moscow Russia 99.79
» Société Commerciale Michelin Sénégal (SCMS) Dakar Senegal 100.00
» Michelin Asia (Singapore) Co. Pte. Ltd. Singapore Singapore 99.79
¢ Michelin Slovensko, s.r.o. Bratislava Slovak Republic 99.79
¢ Michelin Slovenija, pnevmatike, d.o.o. Ljubliana Slovenia 99.79
* Michelin Gummiringar Aktiebolag Stockholm Sweden 99.79
« Société Anonyme des Pneumatiques Michelin Givisiez Switzerland 99.79
* Michelin Chun Shin Ltd. Taipei Taiwan 97.77
* Michelin Aircraft Tire Asia Limited Bangkok Thailand 99.79
 Michelin Siam Marketing & Sales Co., Ltd. Bangkok Thailand 59.87
e Michelin Lastikleri Ticaret A.S. istanbul Turkey 98.79
* Michelin Venezuela, S A. Valencia Venezuela 99.79
« Miscellaneous distribution companies in Europe and other geographic regions
Finance companies and Other
¢ MCSyncro France Onnaing France 4989
¢ Michelin Développement Clermont-Ferrand France 100.00
¢ Michelin Middle East Clermont-Ferrand France 99.79
e Participation et Développement Industriels Clermont-Ferrand France 99.99
 Société Civile Immobiligre Michelin Clermont-Ferrand France 99.87
* Société Civile Immobiliére Michelin Breteuil Paris France 99.87
» Société de collecte et de valorisation

de pneumatiques usagés Clermont-Ferrand France 99.87
* Sociéte de Montage de pneumatigues Guichen France 99.87
* Société de Technologie Michelin Clermont-Ferrand France 100.00
* Société des Procédés industriels Modernes Clermont-Ferrand France 99.87
o Spika S.A. Clermont-Ferrand France 100.00
» ViaMichelin Boulogne-Billancourt France 99.99
o MCSyncroSupply GmbH Hannover Germany 49.89
* Radsystem GmbH Zwickau Germany 49.89
*ViaMichelin Deutschland GmbH Griesheim Germany 99.99
e Eurofit S.A. Gent Belgium 49.89

(a) The interest held by the Furopean Bank for Reconstruction and Development (EBRD) in LLC “Michelin Russian Tyre Manufacturing
Company” (49.05%) and Michelin Romania 5.A. (14.76%) has been exceptionally treated as a funding source.
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Registered office Country % Interest
e MCSyncro N.V. Gent Belgium 49.89
e Société pour le Traitement de I'information TRINFOVER  Zellik Belgium 93.79
» Michelin Investment Holding Company Limited Bermuda Bermuda 99.79
e Plantaces E. Michelin Ltda. Rio de Janeiro Brazil 99.79
* Plantacoes Michelin da Bahia Ltda. Rio de Janeiro Brazit 99.79
* Michelin Canada, Inc. Halifax Canada 99.79
e Michelin (China) Investment Co., Ltd. Shanghai China 99.79
* Michelin Tire Research and Development
Center (Shanghai) Co., Ltd. Shanghai China 99.79
* Albar Recuperaciones y Reciclajes, S.L. Tres Cantos Spain 96.23
* Ensamblaje y Logistica de Conjuntos, S.A. Figueruelas Spain 49.89
* MCSyncro Vigo, S.A. Vigo Spain 49.89
¢ ViaMichelin Espafa S.L. Tres Cantos Spain 93.99
e AmFIT, LLC Wilmington United States 98.79
* CR Funding Corporation Wilmington United States 99.79
» Michelin Americas Research
& Development Corporation Wilmington United States 99.79
e Michelin Corporation New York United States 93.79
» Michelin Asia-Pacific Export (HK) Limited Hong Kong Hong Kong 98.79
* Michelin Asia-Pacific Import (HK) Limited Hong Kong Hong Kong 99.79
» Michelin Asia-Pacific Import-Export (HK) Limited Hong Kong Hong Kong 99.79
* Miripro Insurance Company Limited Dublin Ireland 99.79
¢ Oboken Limited Dublin treland 99.79
* Tayar Receivables Company Dublin ireland 99.79
* SMP Melfi S.r.l. Melito di Napoli italy 49.89
* ViaMichelin Italia S.r.l. Milan italy 99.99
» Michelin Research Asia Kabushiki Kaisya Tokyo Japan 99.79
¢ Michelin Finance Luxembourg S.A. Luxembourg Luxembourg 99.85
» Michelin Mexico Holding, S.A. de C.V. Mexico City Mexico 99.79
» Araromi Rubber Estates Limited Nigeria Nigeria 56.27
» Michelin Development Company Limited Nigeria Nigeria 99.79
* Osse River Rubber Estates Limited Nigeria Nigeria 65.65
¢ Utagba Uno Rubber Estates Limited Nigeria Nigeria 69.65
* Waterside Rubber Estates Limited Nigeria Nigeria 79.83
s Fitlog B.V. ‘s-Hertogenbosch Netherlands 99.79
* MC Projects B.V. Amsterdam Netherlands 49.89
» Michelin AVS Holding B.V. Amsterdam Netherlands 99.79
* Michelin Finance (Pays-Bas) B.V. Amsterdam Netherlands 99.7%
» Michelin Holding (Pays-Bas) B.V. Amsterdam Netherlands 99.79
* Michelin Purchasing B.V. Amsterdam Netherlands 99.7%
» Michelin Europe (EEIG) England United Kingdom 89.22
* Michelin Services Ltd England United Kingdom 99.79
¢ ViaMichelin UK Limited England United Kingdom 89.99
» Michelin Asia-Pacific Pte Ltd Singapore Singapore 99.79
* Société des Matiéres Premiéres Tropicales Pte. Ltd. Singapore Singapore 99.79
* MCSyncro Bratislava, s.r.o. Bratislava Stovak Republic 49.89



Registered office Country % Interest
* Hjulsystem MCP AB Kungalv Sweden 49.89
« Compagnie Financiére Michelin Granges-Paccot Switzerland 99.79
* Michelin Factoring S.A. Granges-Paccot Switzerland 99.79
¢ Michelin Participations S.A. Granges-Paccot Switzerland 98.20
¢ Michelin Recherche et Technigue S.A. Granges-Paccot Switzerland 99.79
s Sesapro S.A. Granges-Paccot Switzerland 99.79
* M.S. Enterprises Holding Co., Ltd. Bangkok Thailand 50.39
o Michelin Research Asia (Thailand) Co., Ltd. Bangkok Thailand 99.79
* Michelin Siam Group Co., Ltd. Bangkok Thailand 539.87

3, Companies accounted for by the equity method

» RubberNetwork.com, LLC Wilmington United States 27.70
» Michelin Tire Chiba HBKK Chiba Japan 37.42
¢ Michelin Tire Fukushima HBKK Fukushima Japan 39.08
» Michelin Tire Shizuoka HBKK Hamarmatsu Shizuoka Japan 3493
» Michelin Tire Yamanashi HBKK Yamanashi Japan 3493
» Global Run-Flat Systems Research,

Development and Technology B.V. Amsterdam Netherlands 50.00
* Woco Michelin AVS B.V. Amsterdam Netherlands 48.90
¢ Sucat Land Corporation Makati City Philippines 30.58
* Sapphire Energy Recovery Limited England United Kingdom 24.95
* Tekersan Jant Sanayi A.S. Istanbul Turkey 20.06

. Non-consolidated companies

Various companies that are not material in relation to the Group as a whole have not been consolidated, as allowed
under Article L.223-19 of the French Code de Commerce governing consolidated financial statements.

The above list of the main consolidated companies and companies accounted for by the equity method compties with
the requirements of Article 248-12 of decree No. 67-236 of March 23, 1967 concerning the consolidated financial state-

ments of trading companies.
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Notes to the consolidated
balance sheet

The consolidated financial statements have been prepared in accordance with French generally accepted accounting prin-

ciples, including standard CRC 89-02 published by the Comité de la Réglementation Comptable dealing with consolidated
financial statements.

1. Goodwill
Goodwill can be analyzed as follows: in thousands of euros
|
Cost Amortization Net book value
and allowances
Goodwill at January 1, 2001 i 531,669 (248,951) 282,718
Increases 59,166 (34,487) 24,679
Decreases (24,452) 24,452 -
Translation adjustments and other 23,944 (11,933} 12,011
Goodwill at December 31, 2001 590,327 (270,919) 319,408
Increases 41,408 (29,863) 11,546
Decreases (694) 694 -
Translation adjustments and other (61,902) 38,308 (23,594)

Goodwill at December 31,2002 . . - $177569,140 .- T (261,780) 307,360

The increase in goodwill at December 31, 2002 primarily corresponds to goodwill arising on acquisition of Compagnie
Financiére Michelin bearer shares following the stock-for-stock offer launched on October 17, 2002.

2. Intangible assets

Intangible assets can be analyzed as follows: In thousands of euros
]
Cost Amortization Net book value
and allowances
Intangible assets at January 1, 2001 395,674 (273,066) 122,608
Increases 55,628 (72,674) {17,046)
Decreases (10,296) 16,143 5,847
Translation adjustments and other 9,928 (6,598) 3,330
Intangible assets at December 31, 2001 450,934 (336,195) 114,739
Increases 94,802 {64,808 29,994
Decreases (10,546) 11,090 544
Translation adjustments and other (45,713) 35,831 (9,882)

Intangible assets at Dece_r‘nber-31,*"20022”’;' : Gt agoaTy - . (354,082) 135,395




The main movements in 2002 concern software.

The breakdown by category is as follows: In thousands of euros
|
Cost Amortization Net book value
and allowances
Software 415,642 (286,621) 129,021
Other intangible assets 73,835 (67,461) 6,374
Total 489,477 (354,082) 135,395

3. Property, plant and equipment

Property, plant and equipment can be analyzed as follows: tn thousands of euros
. ________________________________________________________________________ ]
Cost Amortization Net book value
and allowances
Property, plant and equipment at January 1, 2001 14,797,759 (8,855,245) 5,942,514
Increases 1,261,086 (890,929) 370,157
Decreases (443,865) 412,662 (31,203)
Translation adjustments and other 230,140 (101,757) 128,383
Property, plant and equipment at December 31, 2001 15,845,120 (9,435,269) 6,409,851
Increases 872,157 (812,443) 59,714
Decreases (652,053) 579,846 (72,207)
Translation adjustments and other (1,438,782) 813,581 (625,201)

Property, plant and equipment at Decernber 31,2002 ) ... «+14,626,442 - (8,854,285) -~ 5,772,157

Capital expenditure for the year ended December 31, 2002 amounted to € 872,157 thousand.

The breakdown by category is as follows: In thousands of euros

L]
Cost Depreciation Net book value

and allowances

Land and buildings 3,342,446 (1,634,685) 1,707,761

Plant and equipment 9,150,914 (5,678,738) 3,472,176

Other 2,133,082 (1,540,862) 592,220

Total 14,626,442 (8,854,285) 5,772,157

In thousands of euros

Cost Depreciation Net book value
and allowances

(1) including assets acquired under finance leases
at December 31, 2002 283,130 (50,678) 232,452
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4, Investments

Investments can be analyzed as follows: In thousands of euros
L |
Cost Allowances Net book value
Investments at January 1, 2001 578,664 (127,337) 451,327
Movements for the period (21,446) (4,526) (25,972)
Translation adjustments and other 54,025 (63,819) (9,794)
Investments at December 31, 2001 611,243 (195,682) 415,561
Movements for the period 6,134) 60,924
Translation adjustments and other } 10,471 (19,578)

Investments at December 31,2002 %5 o HU L UAgasy L (191,345) 456,907

The break down by category is as follows: In thousands of euros
" ]

Net book value

Investments in non-consolidated companies and other equity interests 67,2510
Long-term loans and advances and other investments 389,656
Total 456,907

(1) including 2,826,000 Peugeot S.A. shares:

- book value 20,801

- market value 109,818
5. investments at equity In thousands of euros
.|
Company Value at Movement for Value at Movement Value at

equity at the year equity at for the year equity at
Jan. 1, 2001 Dec, 31, 2001 Dec. 31, 2002

Woco Michelin AVS B.V. 65,815 (4,803) 61,012 (5,478) 55,534
Compagnie Générale des Transports Verney 8,946 1,595 10,541 (10,541) ) -
Sucat Land Corporation 2,884 52 2,936 (2,218) 718
RubberNetwork.com, LLC - 646 646 (267) 379
Sapphire Energy Recovery Limited - 391 391 (29) 362
Tekersan Jant Sanayi A.S. 1,456 (1,199) 257 97 354
Other companies 1,838 (45) 1,793 (8001} . 993
Total 80,939 (3,363) 77,576 (19,236)} - 58,340"
Including:
Equity in net income ({oss) (12,834) (11,570)

(1) The shares in Compagnie Générale des Transports Verney were sold on January 25, 2002.



6. Inventories

In thousands of euros

- - Dec. 31, 2002 Dec. 31, 2001
Raw materials, semi-finished products and other supplies ‘ 961,858 986,784
Finished products 1,990,895 2,437,482
Allowances (92,469) (122,214)
Net book value 2,860,284 3,302,052

7. Trade receivables

In thousands of euros

....Dec 31, 2002

Dec. 31, 2001

Trade receivables 3,261,483 3,498,703
Allowances {115,987) (108,170)
Net book value ,3,145,496", 3,389,533

Substantially all trade receivables are due within one year.

8. Other receivables, prepaid expenses and accrued income

In thousands of euros

i Dec, 31,2002 Dec. 31, 2001
Other recelvables, net (") R ; 483,701
Excess of pension plan assets over the related benefit obligations (note 13) P 644 453,493
Deferred tax assets {(note m) o 28,576 1,391,333
Other accruals '83,212° 85,614
Total - 2,414,141
]

(1) including amounts due beyond one year

9. Cash equivalents

13,851

In thousands of euros

- 'Dec; 31;2002 Dec. 31, 2001
Compagnie Générale des Etablissements Michelin shares : " 4§183 164,272
Less allowances for impairment in value N N2,674) (10,868)
Other listed investments, net BN 1,003
Other cash equivalents, net " 376,443 21,982
Total e - 418,563, 176,389
|

- As of December 31, 2002, Compagnie Générale des Etablissements Michelin held 1,263,202 of its own shares with a
market value of €41,509 thousand. During 2002, the number of own shares held by the Company decreased by 2,877,255,

- As of December 31, 2002, the market value of other listed investments was €836 thousand,
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10. Changes in stockholders’ equity and minority interests In thousands of euros
|

Common Paid-in Retained Translation  Net income Stockholders’ Minority Total
stock capital in earnings adjustment equity interests
excess of
par
At Dec. 31, 2000 269,432 1,609,476 2,159,857 (594,200) 399,045 3,843,610 310,919 4,154,529
Dividends paid (157,674) (157,674) (25,075)  (182,749)
Appropriation of
undistributed
income 251,581 (10,210)  (241,371) - - -
Net income for
the year 295,967 295,967 17,977 313,944
Translation
adjustment and
other 4,389 10,091 14,480 25,719 40,199
At Dec. 31, 2001 269,432 1,609,476 2,415,827 (594,319) 295,967 3,996,383 329,540 4,325,923
Capital
increase 11,569 158,107 169,676 - 169,676
Employee stock
ownership plan 2,584 39,206 (14,401) 27,389 - 27,389
Dividends paid (138,708) (138,708) (28,943)  (167,651)
Appropriation of
undistributed
income 157,434 (175)  (157,259) - - -
Net income for
the year 580,803 580,803 33,682 614,485
Translation
adjustment and
other (20,700) (286,007) (306,707)  (160,848)  (467,555)

At Deéc. 31,2002 283,585 1,806,789 - 2,538,160 -~ (880,501),

4328836 . 173,431 4,502,267

Stock option plan

In May 2002, the Group issued 716,000 stock options to members of the management teams of the Group’s French and
foreign companies, exercisable for shares in Compagnie Générale des Etablissements Michelin on a one option for one
share basis at an exercise price of €44, Options must be held for a pericd of four years from the grant date before being
exercised. The exercise period is nine years.



11. Provisions for contingencies and charges In thousands of euros

Dec. 31, 2001 Translation Movements Reversals Reversals Dec, 31, 2002
adjustments (utilized {non-utilized
and other allowances) allowances)
Post-retirement
and other
employee benefit obligations 3,091,157 (282,676) 316,610 (348,593) - 2,776,498
Deferred taxes 57.234 (2,405) 11,393 (15,725) - ‘ 50,497
Restructuring 627,465 (12,025) 40,167 (213,198) (22,173) 420,236
Other 182,793 (30,662) 78,472 (33,990) - 196,613
Total 3,958,649 (327,768) 446,642 (611,506) (22,173) 3,443,844

Impact (net of incurred expenses) In thousands of euros
. ___________________________________________________________________________________]
Operating income 380,970 -
Interest income and expense 809 -
Net non-recurring income and expense 53,470 (22,173)
Income tax 11,393 -
Total 446,642 (22,173)

Post-retirement and other employee benefit obligations

A specific analysis of these obligations is provided in note 13.

Restructuring provisions

The decrease in restructuring provisions mainly corresponds to provisions reversed to cover expenses incurred during the
year in connection with the implementation of restructuring plans (including the pian to improve the competitiveness of
Group operations in Europe and the cost-reduction plan in North America).
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12. Income taxes

Income taxes reported in the income statement can be analyzed as follows:

In thousands of euros

Dec. 31, 2001
Current taxes 298,457
Deferred taxes ; 14:0: 11,337
Sub-total ; 360,333 0. 309,794
Withhelding taxes ; 19,918
Total L aE382,8550 1 329,712
-]

The following table presents a reconciliation of the theoretical tax charge to the actual tax charge:

In thousands of euros

Dec. 31, 2001

Tax, excluding withholding taxes at source, on the contribution

of Group companies to consolidated income, at standard local tax rates : 171,475
Effect of permanent differences : ' » 1,639
Effect of unrecognized deferred taxes , ,540) - 136,864
Effect of changes in tax rates JUA 1,065 - 12,252
Other effects (18, - (12,436)
Income taxes reported in the income statement, excluding withholding taxes | .. 60,333 " 309,794

In thousands of euros

Dec. 31, 2001

Total unrecognized deferred tax assets

Deferred tax assets and liabilities break down as follows by category:

528,340

In thousands of euros

Dec. 31, 2001

Deferred tax assets G LD i 1,391,333
Deferred tax liabilities i 21 {50,497). (57,234)
Net obligation e g 1,334,099
Breakdown: S M s

- temporary differences L 817,403 1,035,321

- tax loss carryforwards : 74,049 335,458

- tax credits B L 13:373) - (36,680)
L]




13. Post-retirement and other employee benefit obligations

In some countries where the Group operates, employees are entitled to certain short-term benefits (such as vacation pay
and annual bonuses), long-term pre-retirement benefits (seniority awards) and long-term post-retirement benefits
(retirement bonuses, pension benefits and coverage of health care costs).

Short-term benefit obligations are recognized as a liability (accrued expense) in the balance sheets of the Group companies
concerned. Other benefit obligations are funded or provided for as follows:

a) Under defined contribution plans, fixed contributions are paid to an external fund which pays the benefits. The
company has no legal or constructive obligation to make further contributions if the fund does not hold sufficient assets
to pay all benefits due to employees. For the Michelin Group, this generally concerns countries where there are government-
sponsored pay-as-you-go retirement schemes in place, such as in France. In some countries, specific defined contribution
plans have been set up for Group employees, such as in Poland, Switzerland and the 401K plan in the United States.

b) Under defined benefit plans, the company has a legal or constructive obligation towards its employees. Obligations
under these plans can be:

either funded over employees’ years of service by contributions to an external fund which pays the benefits due to
employees. For contributory plans, contributions are paid by the company and the employee; for non-contributory plans,
contributions are paid only by the company.

or unfounded and paid directly by the company to eligible employees on the vesting date.

For the Michelin Group, this primarily concerns:
* U.S., UK. and Canadian pension plans,

» German, Spanish and Italian supplementary pension schemes, retirement bonuses in France and the payment of retirees’
healthcare costs in the U.S. and Canada.

The projected benefit obligation under these defined benefit plans is calculated by independent actuaries based on local
practice and the conditions of each plan. The projected benefit obligation changes each year based on the following factors:

* Recurring factors:
—service cost, corresponding to the value of benefits attributed to services rendered by employees during the year,
—interest cost, corresponding to the increase in the projected benefit obligation due to the passage of time,
- benefit payments.

* Non-recurring factors:
—changes in long-term actuarial assurnptions (concerning, for example, inflation rates and future salary levels),
~changes in benefit formula.
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To calculate the projected benefit obligation, actuaries use a certain number of long-term assumptions provided by the com-
pany, including the inflation rate, the rate of salary increases and the discount rate. These assumptions are reviewed annual-

Assumptions used North America Europe Other
at December 31, 2002

Rate of salary increases (" 3.75% to 3,90% 3.00% to 3,75% 1.90% to 10,00%
Discount rate 6.75% 1o 6,90% 5.50% to 6,00% 2.10% to 11,00%
Average remaining service lives 11 to 18 years 11 to 18 years 17 to 20 years
Expected return on plan assets 8.00% to 8,50% 5.50% t0 6,75% 2.10% to 9,20%
Actual return on plan assets

for the year ended December 31, 2002 @ -3,50% ~12,63% -5,50%

Assumptions used North America Europe Other
at December 31, 2001

Rate of salary increases 3.25% t0 4,15% 3.00% to 4,00% 1.90% to 10,00%
Discount rate 6.25% 10 7,15% 5.50% to 6,00% 2.10% to0 11,00%
Average remaining service lives 11 to 15 years 12 to 18 years 17 to 20 years
Expected return on plan assets 8.50% 10 9,15% 5.50% to0 6,75% 2.10% to 9,20%
Actual return on plan assets

for the year ended December 31, 2001 @ -1,50% -5,00% - 14,96%

(1) including all assumptions relating to career development, promotions, seniority and other, over the employee’s entire service life.
(2) As of the measurement date.

Some countries have introduced legisiation authorizing or stipulating that these obligations be funded by employer (and,
for contributory plans, employee) contributions to external funds responsible for investing and administering the amounts
received. In this case, the employer nevertheless continues to have a legal and constructive obligation towards its employees.
The way in which the funds are run and their related investment procedures differ according to the country and, in some
cases, from one fund to another.

The value of plan assets held in external funds can also vary, depending on:
* the level of contributions received from the employer and employees,

* the level of benefits paid to eligible employees,

e the return on plan assets, including unrealized gains and losses.



Plan assets are valued on a yearly basis, at October 31.

The following table shows the funded status of Michelin’s main defined benefit plans at December 31, 2002,

in thousands of euros

Pension plans Other post- Total 2002 Total 2001
retirement At
benefit plans
({including
healthcare)
Projected benefit obligation 4,470,962 27.879 5,044,923
Fair value of plan assets (3,809,036) (6,262) (4,570,148)
Funded status 661,926 21,617 474,775
Unfunded projected benefit obligation 454,005 2,416,034 3,050,629
Prior service cost 2,082 20,630 o227 24,317
Unrecognized actuarial gains and losses (1,085,167) (277.273) v 11,362,440) (912,057)
Net amount recognized 32,846 2,181,008 y ;2213'854 e 2,637,664

Amounts recognized in balance sheet:

Prepaid benefit cost (562,644) (453,493)
Accrued benefit cost 2,776,498 3,091,157
Net amount recognized Jr2:2%3,854 2,637,664

Unrecognized actuarial gains or losses {(corresponding to changes in the value of the projected benefit obligation or the

value of plan assets) arise primarily from:

» differences between actuarial assumptions and actual experience.

* changes in long-term actuarial assumptions, such as inflation rate, discount rate and future salary levels.

» changes in the benefit formula.

At December 31, 2002, actuarial losses amounted to € 1,362 million. These losses correspond primarily to differences
between the actual and expected return on plan assets.

Periodic pension cost is determined at the beginning of the year by independent actuaries. The components of periodic

pension cost are as follows:

* service cost, corresponding to the value of benefits attributed to services rendered by employees during the year.
* interest cost, corresponding to the increase in the projected benefit obligation due to the passage of time.

* expected return on plan assets.

* actuarial gain or loss, resulting from changes in actuarial assumptions. In accordance with the corridor method, the portion
of actuarial gains and losses that exceeds 10% of the higher of the projected benefit obligation and the value of plan
assets is amortized on a straight-line basis over the remaining service lives of the employees participating in the plan.

* prior service cost, corresponding to the cost of retroactive benefits granted in a plan amendment.

o curtailment and settlement costs.
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In 2002, the net periodic pension cost recorded under payroll costs totalled € 340 million. This amount breaks down as
follows:

In thousands of euros

Net periodic pension cost recorded in the income statement: 2001
Service cost 197,870
Interest cost 521,376
Expected return on plan assets {369,706)
Actuarial gains and losses 75
Prior service cost 10,817
Curtailments and settlements (3.276)
Total 357,156

14. Subordinated debt and other long and short-term debt

In thousands of euros

At:Dec. within: in‘1to 5" Due in more’ At Dec. 31, 2001
3 sars., - than five years

Subordinated debt oo 1,026,598
Other long and short-term debt:
- Convertible bonds 2 : - 10
- Other bonds 11:889;230% 4,8 322,717
- Other long and short-term debt '3:437:758” y: 4,471,142
Subtotal, other long and short-term debt}. 5,026,998 * 71,450,433 .~ 1,599,169 4,793,869
Total 5,026,998 11,450,4331,599,169 5,820,467
Debt secured by collateral at December 31, 2002 96,628

Obligations under finance leases at December 31, 2002 269,102

Subordinated debt

The USD 1,075 million subordinated line of credit secured by Compagnie Financiére Michelin in September 2000 from a
pool of banks and insurance companies includes:

—a USD 905 million facility provided by the banks. This was drawn down in October 2001 and repaid in June 2002, All
drawdowns must be repaid in full by September 2005.

- a USD 170 million contingent facility provided by the insurance companies which has the same characteristics as the bank
facility, but drawdowns may be made only following the occurrence of certain events based on changes in average
European and American GDP. This line of credit has not been drawn down.

Bond issue

In April 2002, Michelin Finance Luxembourg SA launched a bond issue guaranteed by Compagnie Financiére Michelin.
The bonds were issued in two tranches:

- one of €1 billion with a 6.125% coupon, maturing in April 2009,

- one of € 500 millien with a 6.5% coupon, maturing in April 2012.

Net debt at December 31, 2002 breaks down as follows {in thousands of euros):

- long and short-term debt 5,026,998
- cash equivalents and other short-term investments (418,563)
- cash (790,505)
Total 3,817,930



Long and short-term debt breaks down as follows between fixed and floating rate debt and by currency, after taking into

account financial instruments:

In thousands of euros

Currency Floating rate Fixed rate Average life of Total long and %
fixed rate debt short-term debt by currency
Euro (1,123,393) 1,076,335 6.8 (47,058) (1.2)
Swiss franc 1,071,356 6,877 5.7 1,078,233 28.2
Pound sterling 391,272 - - 391,272 10.2
Other non-euro-zone currencies 244,613 168 1.9 244,781 6.4
Total European currencies 583,848 1,083,380 6.8 1,667,228 43.6
U.S. dollar 748,702 875,416 4.2 1,624,118 42.5
Canadian dollar 117,965 - - 117,965 3.1
Total dollar zone 866,667 875,416 4.2 1,742,083 45.6
Other currencies 364,838 43,781 1.5 408,619 10.8
Total 1,815,353 2,002,577 5.5 3,817,930 100.0

Hedging costs are charged directly to the income statement.

15. Off-balance sheet commitments

In thousands of euros

Dec. 31, 2002 Dec. 31, 2001

Commitments given: o

Guarantees given 113,046 114,651

Future minimum lease payments under non-cancelable 614,715 586,346

Operating leases discounted bills 5,577 6,471
Total 733,338~ 707,468
Commitments received: S

Guarantees received 01455997, 254,378
. ________________________ ]
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Notes to the consolidated statement of income

The consolidated financial statements have been prepared in accordance with French generally accepted accounting prin-
ciples, including standard CRC 99-02 published by the Comité de la Réglementation Comptable dealing with consolidated
financial statements.

16. Payroll costs and number of employees In thousands of euros

2001

5,241,525
127,467

Payroll costs
Average number of employees of fully-consolidated companies

17. Research and development costs (in thousands of euros)

Research and development costs for the last two years were as follows:
- 2002: 703,978

- 2001: 701,902

18. Impairment charges In thousands of euros

2002 ! 2001

Net charges for impairment of:
- inventories
- receivables

18,426
9,030

Impairment charges related to inventories are included in “Purchases used in production” and charges related to receiv-
ables are included in “Other operating expenses” in the consolidated statement of income.

19. Interest income and expense In thousands of euros
e B ey B e
L2002 2001

(209,052) (278,462)
(31,043)
(11,274)

Total (260 257). . (320,779)

Net exchange losses for 2002 result mainly from the fall in value of currencies in several South American countries (Argentina,
Venezuela, Chile).

Interest income and expense H
Exchange gains and fosses
Amortization and net movements in allowances for impairment of financial assets

20. Non-recurring income and expense In thousands of euros
]
2002 2001
Restructuring costs ' - . ' (17,405) (339,959)
Net gains on disposals of fixed assets N A E 1 363,130
Other non-recurring items L 23 484 (52,077)
Total e i " 75,200 (28,906)

— -~~~ -~~~ -~ _“~"—"/ |
(1) Net gains on disposals of fixed assets break down as follows:

— Shares in subsidiaries and affiliates 10,292
- Property, plant and equipment and intangible assets 58,838



21. Segment information In thousands of euros
|

Business segments Passenger Truck Other businesses Inter-segment Total
Car-Light Truck eliminations
2001
Property, plant and equipment, net 2,977,194 1,341,047 2,091,610 6,409,851
Sales 7,982,179 3,915,259 4,901,194 (1,024,024) 15,774,608

Operating income 711,110 342,976 (13,915) 1,040,171

Property, plant and equipment, ne
Sales: ¢ o
Operating income

al 5,772,157
. (884,199) 15,645,074
b 1,225,199

(1) Including shared assets:
- 2002: 736,613
—-2001: 921,511

in thousands of euros
. _______________________________________________________________________________________________________________|]

Geographical areas Europe North Ag\erica Other Total
an
Mexico
2001
Property, plant and equipment, net 3,139,481 2,433,619 836,751 6,409,851
Sales 7,446,968 6,286,471 2,041,169 15,774,608
: S e g g #2002
Pioperty, plant and equipment; Agt. " 3,188,042 1,909,37177%7674,744 5,772,157
Sales S e o 7,560,577 6,068,037 2,016,460 15,645,074
]

22. Subsequent events

Agreement with the Viborg Group

On December 18, 2002, Michelin signed an agreement with the Viborg Group with a view to acquiring all the latter's tire
distribution operations in Eurcpe.

This acquisition, totaling around €300 million, has been submitted to the European Competition Authorities for approval.

Cooperation agreement with Hankook Tire
On January 28, 2003, Hankook Tire and the Michelin Group signed a partnership agreement. In addition, they announced
that the Michelin Group would be acquiring a 10% interest in Hankook Tire.

Announcement of an industrial restructuring plan in Spain
On January 30, 2003, Neumaticos Michelin S.A. launched an industrial restructuring plan that will lead to the elimination of
around 400 jobs on average per year over the pericd covering 2003 to 2005.

23. Management compensation

Compagnie Générale des Etablissements Michelin is administered by Managing Partners who are also general partners of
the Company. As such, they are entitled to a share of the income distributed among al! the general partners in accordance
with the provisions of the Company’s bylaws. The Managing Partners do not receive any compensation or other benefits
from Compagnie Générale des Etablissements Michelin or any of its subsidiaries or affiliates.
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Balance sheets

as at December 31, 2002

5.1.1 - Compagnie Générale des Etablissements Michelin

Assets i euros

200270 < - : 2001 2000

* Depreciation,” .. ... .Net Net Net
amortization, =~ '
S provisiqns

FIXED ASSETS o T

Intangible assets

Patents, licenses and other rights
Other intangible assets
Prepayments

975112075

4412053 - 15,404.21 16,687.89

15,404.21 16,687.89

Property and equipment
Land 102,469.01 102,469.01
Buildings 131,600.08 159,005.70
Other 19,314.42 39,909.25
Assets under construction - -
Prepayments - -
253,383.51 301,383.96

Investments (1)
Shares in subsidiaries and affiliates
Loans and advances to subsidiaries

2,246,260,185.72 2,245,798,435.87

and affiliates 1,338,432,448.64 1,334,791,620.25
Other equity interests 3,788,198.35 3,788,198.35
Loans 78,176.69 78,176.69
Other investments o 681.45 681.45

286,501,271.77.;]  3,588,559,690.85  3,584,457,112.61

()] 286,736,560.09... 3,588,828,478.57  3,584,775,184.46
CURRENT ASSETS e e
Accounts receivable 475,581,859.38 184,401,762.76
Cash equivalents
Own shares 153,403,931.85 148,559,171.25
Other marketable securities 64030 640.30
153,404,572.15 148,559,811.35
Cash 144,961.85 119,705.26
ACCRUALS P
Prepaid expenses (2) _4762,26019 8,579.87 39,050.67
) }::.-320,957,543.29 2 '8,283,021.05 629,139,973.35 333,120,330.24
Deferred charges (W) For 7792843492 928434924 1,224,692.30 1,520,949.68
Bond call premiums Iv) i e o - -
Conversion losses V) = - -

Total assets e G
(I+ 1141141V + V) | 4951960

‘q_6,4;52 4,219,193,144.22  3,919,416,464.38

{1} ofw due in less than one year 880,096,43048 748,016,390 37

{2} ofw due in more than one year



Liabilities and shareholders’ equity

In euros

SHAREHOLDERS' EQUITY

Common stock
Paid-in capital in excess of par

269,431,746.00
1,609,475,573.81

269,431,746.00
1,609,475,573.81

Revaluation reserve 530,990,252.63 530,528,502.63
Other reserves 802,517,019.16 675,397,057.12
Retained earnings 45,587,019.80 39,502,098.36
Net income 452,871,105.91 263,620,238.61
Untaxed reserves 61,597,677.21 61,597,677.21
(1) 3,772,470,394.52 3,449,552,893.74
PROVISIONS FOR CONTINGENCIES AND CHARGES
Provisions for contingencies - -
Provisions for charges - -
(n - -
LIABILITIES (1)
Convertible bonds 10,119.94 10,119.94
Other bonds 322,612,452.32 322,612,559.03
Bank borrowings (2) _ _
Other long and short-term debt (2) 32,416,561.26 34,800,101.83
Accrued taxes and payrol costs 7,043,658.52 48,033,811.77
Due to suppliers of fixed assets - 10,210.28
Other liabilities 84,637,545.60 64,393,551.71
446,720,337.64 469,860,354.56
ACCRUALS
Deferred income (1) 241206 3,216.08
(D] 446,722,749.70 469,863,570.64
Conversion gains V) - -
Total liabilities and shareholders' equity
(1+H+10+1V) 4,219,193,144.22 3,919,416,464.38
(1) ofw due in more than one year 304,900,446.06 304,900,446.06
ohw due in Jess than one year 141,822,303.64 164,963,124.38

(2) ofw short-term bank loans and overdrafts
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Statements of income

for the year ended December 31, 2002

in euros

» Operating revenue (1)

Royalties {including export revenues: 314,479,529.56) 364,240,518.88 335,562,960.73
Other revenues 149,649.82 15541736
Total operating revenues (0] 364,390,168.70 335,718,378.09
Operating expense (2)

External charges 253,306,946.14 212 645,398.10
Taxes other than on income 1,998,531.22 1,958,799.69
Wages and salaries 1,110,087.78 1,147,039.19
Payroll taxes 435,795.99 459,331.75
Depreciation and amortization:

« fixed assets 1,868,860.06 1,206,367 68
« Deferred charges - -
Other expenses 16,105,309.39 4,518,666.56
Total operating expenses () 274,825,530.58 221,935,602.97
OPERATING INCOME {1-1) 89,564,638.12 113,782,775.12
Interest and other investment income

Dividends from subsidiaries and affiliates (3) 388,989,800.76 177,464,390.64
Interest income (3) 31,203.36 7,035,308.25
Reversals of allowances for impairment in value 9.01 1,739,082.75
Exchange gains 143.991.74 808,568.20
Net gains on sales of marketable securities 17,777.40 806,356.62
Total interest and other investment income () 389,182,782.27 187,853,706.46
interest and other investment expense

Charges to allowances for impairment in value 2,253,809.40 296,257.38
Interest expense (4) 22 466,848 18 23,918,512.43
Exchange fosses 340,022.30 235,668.38
Net losses on sales of marketable securities 703,526.58 -
Total interest and other investment expense (Iv) 25,764,206.46 24,450,438.19
NET INTEREST AND

OTHER INVESTMENT INCOME (-1 363,418,575.81 163,403,268.27
INCOME FROM ORDINARY ACTIVITIES (I - 31 + Il - IV) 11,837,019.32 452,983,213.93 277,186,043.39
Non-recurring income T

From revenue transactions “7,{1‘76‘.’00’ 384,446.96 25,196.55
From capital transactions ] #£21268,260. 9.16 505.64
Reversals of aflowances 732,000,000, - 32,000,000.00
Total non-recurring income [\)] ©34,275,736.47 384,456.12 32,025,702.19
Non-recurring expense

On revenue transactions 75,298.61 19,218,035.49
On capital transactions 5.780.53 7,456.07
Charges to allowances -

Total non-recurring expenses (vI) 81,079.14 19,225,491.56
NET NON-RECURRING INCOME v-vi) 303,376.98 12,800,210.63
INCOME TAX v 415,485.00 26,366,015.41
TOTAL REVENUES (+10+V) 753,957,407.09 555,597,786.74
TOTAL EXPENSES (I + IV +VI+ Vi) 301,086,301.18 291,977,548.13
NET INCOME 452,871,105.91 263,620,238.61
(1) ofw revenues relating to prior years - -
{2) ofw expenses relating to prior years EH - -
{3) ofes revenues from related party transactions +:237.544:879.00 - 388,479,030.53 177,143,241.34
{4} ofw expenses from related party transactions ¢ 2,022,332.00 1,503,422.13




5.1.2 - Total fees paid to the Group’s statutory auditors in 2002

In thousands of euros

CGEM statutory auditors Contractual auditors* | Total
Dominique Paul Stéphane Marie
PWC: (Corevise)
PricewaterhouseCoopers)
France Qutside France
France
1/Audit services
A - Statutory audit 3,139 232 2,221 5,592
France 615 232 144 991
(including CGEM) (144) (144) 0 (288)
Outside France 2,534 0 2,077 4611
B - Other engagements 70 0 231 30
Sub-total: audit services (1) 3,209 232 2,452 5,893
2/Consulting services | g
(solely outside France) ] i
A - Legal and tax advice 1,085 0 1190 12275
B - Information technology consulting 478 0 26 | 504 (
C - Internal audit services 2 0 27 29
D - Other consulting engagements 587 0 395 1 982 |
{before transfer of PwC consulting business to I1BM)
Sub-total: consulting services (2) 0 1,638 3,790 -
CTotal S g : 361 232 S 8000 968
L. _________________________________________________________|]

* The Group's main contractual auditors outside france are, by order of importance, KPMG, BDO and Ernst & Young.
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Chapter VI

Management and supervision

6.1 - Composition and Functioning of managing and monitoring bodies

6.1.0 - Composition

Managing Partners and General Partners

“Edouard Michelin

Managir;g ’P'artner
and General Partner
since June 28, 1991

Managing Partner and General Partrer:
» Manufacture Francaise des Pneumatiques Michelin
General Partner:

» Compagnie Financiere Michelin

Francois Michelin 0

Managing Partner
and General Partner
since May 28, 1955

Managing Partner and General Partner:
* Manufacture Francaise des Pneumatiques Michelin @
* Compagnie Financiére Michelin
General Partner:

» Michelin Reifenwerke KgaA

CEO:

* Société Participation et
Développement Industriels S.A. PARDEV]
Member of the Conseil de surveillance
Supervisory Board:

* Peugeot S.A,

René Zingraff

Managing Partner
and General Partner
since June 20, 1986

Managing Partner and General Partner:
* Manufacture Frangaise des Pneumatiques Michelin
General Partner:

* Compagnie Financiére Michelin
* Michelin Reifenwerke KgaA

Société Auxiliaire de Gestion - General Partner
SAGES @ since May 19, 1970

(1) and (2) In office until May 17 and May 6, 2002.

(3) Limited liability company, with a share capital of € 40,000. M. Dominique CALLIES is the Managing Partner. Should the Company for any reason be without a Managing
Partner, S.A.G.E.S, in its capacity as General Partner, is empowered to ensure the interim management of the Company and must, within six months of assuming responsibility,
convene an extraordinary general meeting of sharehalders, to appoint one or more Managing Partners

Supervisory Board

DoName s e ~Date-of firstappointment” her.positions /. ...
Eric Bourdais de Charbonniére June 11, 1999 Member of the Supervisory Board:
President * Oddo et Cie
Administrator:
¢ Beghin Say

Frangois Grappotte Jure 11, 1999 CEO:
* Legrand
Administrator:
* BNP Paribas
Administrator and Managing Director:
s Fimep
Permanent Delegate:
*» Fimep, CEO of Fimaf
President:
* Lumina Management

Divisional Manager:
* Groupe Bull

Member of the Supervisory Board:

» Manufacture Frangaise des Pneumatiques Michelin
Controller:

» Compagnie Financigre Michelin

Honorary President and Administrator:

s Air Liquide S.A.

Administrator:

* Sodexha Alliance

President:

» Association Nationale des Sociétés par Actions (ANSA)

Pierre Michelin June 12, 1998

Grégoeire Puiseux June 22, 1990

Edouard de Royeére June 12, 1998




The internal rules of the Supervisory Board of the Company
(see § 6.1.1. hereinafter) stipulate that the Supervisory
Board must be composed of a majority of independent
members, i.e. who have no relationship of any kind with
the Company or its management that might compromise
the objectivity of their judgment.

In this respect, the internal rules stipulate that the majority
of the members of the Board must not:

* be a salaried employee of the Company or of a Company
that it controls, and must not have been a salaried
employee during the preceding five years;

e be a corporate officer of a company in which the
Company holds directly or indirectly a corporate office
or in which a corporate officer of the Company holds
a corporate office;

* be a significant customer, supplier or banker of the
Company or for which the Company represents a signif-
icant portion of the business;

* have a close family tie with one of the Managing Partners;

* be, or have been, an auditor of the Company during the
preceding five years.

Based on these criteria, the Supervisory Board of the
Company is composed of a majority of independent mem-
bers.

Pursuant to the applicable provisions of the law and the
bylaws, the members of the Supervisory Board must be
general partner shareholders of the Company. Neither the
law nor the bylaws stipulate a minimum number of shares.

6.1.1 Managing and monitoring bodies

Internal rules for the Supervisory Board have been unani-
mously adopted by the members of the Board.

The purpose of these rules is to organize the operation of
the Supervisory Board, define the scope and conditions of
its control mission within the framework of the applicable
provisions of the law and the bylaws.

It is noted that the Supervisory Board is responsible for
permanent control of the management of the Company. It
verifies the regularity of the financial statements, assesses
management decisions, and issues an opinion on the
recommendations of Management to the Shareholders’
Meeting, notably concerning the appropriation of earnings.

In exercising its control mission, the Supervisory Board has
the same powers as the independent Auditors.

It presents an annual report to the Shareholders’ Meeting
in which it points out, if applicable, any irregularities or
inaccuracies it may have found in the financial statements
for the year.

Each member of the Supervisory Board must refrain from
executing transactions on the Company's securities insofar
as, because of his duties, he has information not yet in the
public domain.

The internal rules of the Supervisory Board also stipulate
that, once a yeer, the Board will devote one item on its
agenda to a discussion of its operations and development.

The Supervisory Board met four times in fiscal year 2002.

The Supervisory Board has created its own accounting
Committee responsible for preparing the meetings of the
Board devoted to review of the accounts.

The organization of the work of the accounting Committee,
its duties and the terms for its operation, are stipulated in
internal rules unanimously adopted by the members of the
Supervisory Board.

The internal rules of the accounting Committee stipulate
that:

* The Committee is composed of four members, three of
whom must be independent.

» The Committee elects a chairman from among the inde-
pendent members.

The members of the accounting Committee of the
Company are:

* Mr. Francois Grappotte (Chairman)

* Mr. Eric Bourdais de Charbonniéere

* Mr. Pierre Michelin

¢ Mr. Edouard de Royére

The accounting Committee met twice in 2002.

It met with the Chief Financial Officer of the Group and the
accounting and consolidation managers, who presented
to the accounting Committee the half-year and annual
financial statements of the Company and an analysis of
these statements.
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The accounting Committee also met with the Independent
Auditors concerning the progress of their work and their
assessment of the Group's accounting, and with the
internal audit manager concerning the missions of this
department and its working methodology.

In the context of its mission to prepare for a review of the
accounts by the Supervisory Board, the accounting
Committee reviewed the significant risks and off balance
sheet commitments of the Company.

The Supervisory Board also performs the duties generally
delegated to a Compensation Committee. In this context,
in 2002, the Supervisory Board studied the terms and
conditions of the employee shareholding and stock option
plans implemented during this period.

6.2 Management interests in the Issuer's
capital

(see paragraph 3.3.1 above).

6.2.0 Compensation and benefits in kind awarded to
management and supervisory boards:

Managing Partners
Whether of the Company or its subsidiaries:
- they receive no compensation or benefits in kind,

—in their capacity as Managing Partners, they benefit
together from payments charged against earnings as
defined by the bylaws;

The total amount received in 2002 for fiscal year 2001 was
€ 3,464,473.44.

Members of the Supervisory Board

The members of the Supervisory Board, whether of the
Company or its subsidiaries, received the following direc-
tors’ fees in 2002 for fiscal year 2001:

Mr. Eric Bourdais de Charbonniére

(Chairman) € 21,342.86
Mr. Frangois Grappotte € 13,720.41
Mr. Pierre Michelin € 13,720,417
Mr. Grégoire Puiseux € 13,720.41

and € 66,790.00 from subsidiaries
Mr. Edouard de Royeére € 13,720.41

The payment of these sums was the result of a distribution
decided freely by the members of the Supervisory Board as
stipulated in the Company’s bylaws.



6.2.1 Stock options granted to the management and supervisory board and options exercised:

| stock'options fo yor’
| existing ‘shares ‘granted to.

+-gach-officer and-options - - -
i-exercised . sono..

Number of options
'granted/new or existin
_.shares purchase

- Price Expiration dates

Options granted during the year
to each officer by the issuer
and by any company of the Group:

— Mr. Edouard MICHELIN 15,000 €44 18 May 2006
~ Mr. René ZINGRAFF 15,000 € 44 18 May 2006
Options exercised during the year

by each officer (list by name} 0

e
Stock options for new or existing tal-number of options .-+ Price Expiration date
existing‘shares granted to the top ten """ ' granted/new or existing = " "

non-executive employees and " " shares purchased

. options exercised . T i

Options granted during the year by the issuer

or by any consolidated company to the ten employees

of the issuer and any consolidated company who

were granted the highest number of options

(total information) 80,000 € 44 18 May 2006

Options held on the issuer and the consolidated companies

previously exercised during the year by the ten employees

of the issuer and these companies who were granted

the highest number of options

(total information) 0

6.2.2 Current agreements governed by Article L. 226-10 of the Commercial Code:
None.

6.2.3 Loans and securities granted to the members of the Management and Supervisory Boards:
None.
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Chapter VI

7.1 - Recent events
Cooperation agreement with Hankook Tire

On 28 January, Hankook Tire Co. Ltd. and the Michelin
Group signed a partnership agreement that will allow the
two groups to develop synergies in research and develop-
ment, tire manufacture and distribution.

Teams from the two companies will work to prepare a
license to allow Hankook to use the Michelin PAX System
technology, an agreement for Hankook to manufacture
car tires under Group brands other than Michelin, and to
optimize the product distribution of the two companies.

In addition, Michelin will acquire a 10% stake in Hankook.

Hankook is the second largest manufacturer in South Korea
and the eleventh largest in the world with sales revenues
of USD 1.1 billion in 2001,

Announcement of an industrial restructuring plan

in Spain

On 30 January 2003, Neumaticos Michelin S.A. initiated an
industrial restructuring plan that will include a reduction of
an average of about 400 jobs annually over the next three
years (2003 to 2005).

Agreement with the Viborg group

On 7 March 2003, the European competition authorities
approved the acquisition by Euromaster, a subsidiary of the
Group, of all Viborg tire distribution operations in Europe,
in accordance with the agreement that was signed by the
two Groups on 18 December 2002.

Viborg, founded in 1927, is now a network that specializes
in tire distribution and service in Northern Europe. Present
primarily in Germany and Denmark, but also in the
Netherlands, Switzerland, and Austria, with a total of
465 outlets, Viborg employs 3,400 persons and recorded
2001 sales revenues of € 571 million.

This acquisition for approximately € 300 million will
strengthen the Group's presence in Germany, multiplying
by ten the number of sales outlets.

Recent events and outlook

7.2 - Outlook

In 2003, tire markets should remain stable; however, there
is a risk they could dedine.

The “raw materials” item will certainly increase, but the
depreciation of the dollar against the euro should reduce
the impact.

In addition, certain costs such as shipping, energy, and
insurance will increase; personnel costs will increase
because of the amortization of the actuarial differences on
the deferred commitments.

With respect to the other items on the income statement,
the following must be taken into consideration:

¢ the costs to implement the industrial restructuring plan
in Spain, announced at the end of January; this plan
provides for a 3-year reduction of about 1,200 jobs.
These costs will be provisioned in the accounts for the first
half of 2003 and should be approximately € 100 million;

» the acquisition of the European tire distribution opera-
tions of the Viborg Group; as the European competition
authorities have approved the operation, the Viborg
Group will be consolidated in 2003, and the acquisition
will result in the recognition of goodwill amortized on a
one-time basis in the year in accordance with the rules of
the Group.

Michelin will continue to improve its performance and
its “handling”

2003 has begun in an atmosphere of uncertainty and the
current geopolitical environment does not allow us to give
an earnings target.

The points regularly provided during the publication of
quarterly sales and first-half earnings will all be occasions
to provide information about changing markets and per-
formances.

These uncertainties do not, however, call in question
Michelin’s confidence and determination to continue to
improve its performance in all areas-financial, industrial,
technological, and commercial-in line with its medium-term
objectives.

Financial calendar

Shareholders’ Meeting
15t quarter sales revenues
Half-year earnings

39 quarter sales revenues
2003 Annual sales revenues
2003 Earnings

16 May 2003
23 April 2003

29 July 2003
22 October 2003
February 2004
February 2004

These dates are indicative only.
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PRESS INFORMATION

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN

First quarter 2003 net sales:
3.65 billion euros, +5.7% excluding the impact of currency
fluctuations

At constant exchange rates, net sales are down, primarily due to
the 18% depreciation of the dollar against the average exchange
rate of the euro in the first quarter of 2002.

The 5.1% increase in Group sales volumes took place within the
context of some exceptional growth in certain markets, especially
in Europe, which appears disconnected from an overall flat
end user demand.

Because of uncertain tire markets and dull economies, the first
quarter trends should not be extrapolated for the rest of the year.
The Group continues to anticipate that markets will remain stable

at best, if not slightly down.

First quarter 2002
38424
3458.2

(in millions of euros)

First quarter 2003

Consolidated net sales |
Excluding currency impact.

First quarter 2002

Total change
g (Q1 2002 /Q1 2001)
" In € millions  In accrued %

+151.8 +4.1%
Of which currencies: +49.1 +1.3%
Volume +25.2 +0.7%
Price/mix +56.4 +1.5%
Scope +21.1 +0.6%
a 2002 net sales restated using 2003 exchange rates
Compagnie Genérate des Etablissements Michelin First quarter 2003 net sales
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1. Analysis of the impacts on the change in net sales

Sales volumes expressed in tons, are up 5.1% compared to the first quarter 2002. Excluding the impact of
currency fluctuations, net sales are up 5.7%, but significantly down (-4.9%) at current exchange rates. This
is due to:

» A negative impact (-10%) of exchange rates. As had been recorded in the last few months of 2002,
this is mostly related to North and South American currencies.

> A positive impact (+4.3%) generated by higher sales volumes. This trend is the result of inventories
being rebuiit at tire dealers, in particular in Europe, rather than of an increase in end user demand.

» A positive price / mix effect (+1.3%), calculated at constant exchange rates.

> Llastly, there is no impact from the scope of activity, as there has been no change in the Group
scope of consolidation compared to the first quarter 2002. The acquisition of the tire distribution
activities of Viborg in Europe is effective since March 31, 2003. These activities will be consolidated as
of April 1 and will appear in the consolidated accounts in the second half of this year, once the current
due diligence process has been completed.

2. Evolution of the world tire markets

In the first quarter, tire markets were globally in line with Group expectations. They were very contrasted.
The analysis has to be put in perspective with the key factors which had characterized the first quarter 2002
{compared to the first quarter 2007):
- The positive impact of the second Firestone recall, as far as the North American Passenger Car and
Light Truck tire replacement market is concerned,
- A modest pick up in the North American radial Truck tire replacement market, in comparison with
a very depressed first quarter 2007. However, the first quarter 2002 was still 10% below its 2000
level,
- The sharp slow down of both the Original Equipment and Replacement markets for Truck tires in
Europe.

Geopolitical uncertainties, the European macroeconomic situation, particularly in Germany and in France,
together with the seasonality of the tire market make it extremely difficult to try and extrapolate the first
quarter trends to the rest of the year. Nonetheless, Michelin continues to anticipate that markets will be
stable, at best, if not slightly declining over the entire fiscal year 2003.

Pass. Car & Light Truck  Replacement mkt OE mkt Michelin assumptions 2003

(In units) Accrued. Q1 2003  Accrued Q1 2003

TJotal = b e e e VA i e "“NA s o - Stable or slightly declining
S Iy RSN U markets

Europec + 10.5% ND

North America’ -5.4% +2.4% ND

South America NA NA ND

Asia NA NA ND

NA: Not Available

ND: Not Disclosed

¢ Western {15 main markets) and Eastern Europe (excl. Community of Independent States)

a United States, Canada and Mexico

Compagnie Générale des Etablissements Michelin First quarter 2003 net sales
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Truck Replacement mkt OE mkt Michelin assumptions 2003
(In units) Accrued. Q1 2003  Accrued Q1 2003

g

table orslightly declining-

: k i Gl / markets. .’ B
Europe® +6.0% +12.3%" ND

North America® +0.0%¢ +13.0% ND

South America NA NA ND

Asia NA NA ND

O in Europe

The Passenger Car and Light Truck tire reptacement market is up 10.5% in the first three months

of the year. This progress of the 'sell in'market® has been particutarly impacted by the promotional
sales launched by certain competitors. The 'sell-out’ market has not grown in similar proportions. The
long term trends, i.e. declining mass market and growing high performance and 4x4 segments, are
unchanged.

The Passenger Car and Light Truck Original Equipment market remained at the same level as in
the first quarter of 2002. The progression towards upper range and better equipped vehicles continues.
The actual and anticipated trends in new car sales have already lead certain car manufacturers to
schedule production cuts in the second quarter.

In Truck replacement, the Western European market is up 6% year on year. This significant
improvement, which is particularly strong in Germany, Spain and in ltaly, should however be
compared to the fact that the market had dropped by about 6% in the corresponding period in 2002.
The evolution of the first three months in 2003 can be split between inventories being rebuilt at tire
dealers, and the processing of 2002 back-orders. The ‘sell-out’ market is flat, at best: the economic
slowdown in Europe and the rise in production costs are affecting the activity level and the profitability
of transportation companies.

The Truck Original Equipment market (power units) is up 12.3% year on year. However, there
again, one should remember the fact that the first quarter 2002 had been very depressed (-17%
compared to the first quarter 2001). On the contrary, Truck Original Equipment (trailers) showed a
rather downward trend, because of the financial difficulties experienced by several European trailer
manufacturers.

Q in North America,

the Passenger Car and Light Truck tire Replacement market is down 5.4% year on year. This
deterioration can be ex;ﬁlained by the impact of the second Firestone recall on the first two months of
2002f and by the fact that, with the local economic environment, consumers are refraining from
buying. The market’s product / mix improved again in the first quarter of 2003: the slower increase in
the SUV segment is less pronounced than that of the market (-1.6%), while there is no change in
trend in the Mass market segment which has been continuously falling for several years now (-
10.9%). ‘Fiag’ brands are back to a level that is more in line with the long term growth that became
evident in the early 1990's. Faced with the emergency situation and with the preoccupation brought
about by the August 2000 Firestone tire recall, consumers who had previously been traditional buyers
of private labels, have looked for assurance and purchased 'flag’ branded tires. As expected, some
customers are now progressively returning back to their former purchasing patterns.

On the Passenger Car and Light Truck Original Equipment market, the sharp increase in new car
sales of the previous several months has sustained tire markets. The double digit growth rate of the

a Western Europe (15 main markets)

b Power units market

¢ United States, Canada and Mexico

d Radial + bias tire market

e 'sell-in” market : tire sales to dealers, as opposed to « sell-out » sales to end-users.

f At the end of May 2001, Ford initiated the recall of close to 13 millions Firestone tires that lasted until the end of
February 2002. In total, about 10 million SUV tires were replaced.

Compagnie Générale des Etablissements Michelin First quarter 2003 net sales
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SUV and High Performance segments continues to be higher than that of the market, like in
replacement. Yet, as in Europe, car manufacturers have scheduled production cuts in the second
quarter.

In Truck, the replacement market remained globally fiat compared to the first quarter 2002 which
itself had registered a 5% growth against 2001, The market remains, however, more than 10% below
its Q1 2000 level.

In Original Equipment, the market shows a cumulative 13% increase (it had dropped by the same
order of magnitude in the first quarter 2002). While this growth is due to a recovery in the trailer
market, the sales of tires for « class 8 »® trucks are stable compared to the first quarter of 2002.

O In South America, the economic climate is showing evidence of a slight improvement, notably in
Brazil and, to a lesser extent, in Argentina. South American currencies are however sharply down
versus the Euro, on a year on year comparison (- 44% for the Brazilian real).

L in Asia, the situation is contrasted, depending on the countries under review,

In China, which is the third largest market by size, behind Japan and South Korea, Passenger Car and
Light Truck tire replacement markets have grown as fast as over the past years. The progression was
again quite significant in the first quarter. The Japanese Replacement market, however, continues to
be stagnating. Passenger Car and Light Truck Original Equipment markets are evermore expanding in
China, Thailand and in South Korea. In Japan, exports remain high.

The Chinese radial Truck tire market is growing strongly again, as fast as in 2002. The Japanese
market, on the contrary, is down by about 4% compared to the first quarter 2002 (which itself had lost
some 6% compared to the same quarter of 20017).

O The Middle-East and African region benefited from a further improvement in the economic

environment in Turkey and from the ensuing pick up in sales.

3. Evolution by business segment, at Michelin

Net sales A Q1 2003/ Q1 2002 (in %)
Group -4.9%
Passenger Car & Light truck - 7.4%
Truck - 0.9%
Other activities -5.4%
Inter-sector eliminations
Evolution of sales volumes
(change in %, Q1 2003/ Q1 2002)
Total Replacement Original Equipment®

Group (Intons) LR 5% .. +35% - +83%
Passenger Car & Light Truck (in units) + 0.8% +1.9% -1.4%
Truck {in units®) +6.7% +6.5% +7.1%
Other tire activities (in tons) + 3.7% +1.0% +10.2%

a Class 8 : Trucks of 16 tons and above.

b Original equipment : sales to vehicle manufacturers

¢ Refers to the sale of tire products. Distribution, maps and guides and suspension systems sales not included.
d Number of new tires

Compagnie Generale des Etablissements Michelin First quarter 2003 net sales
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3.1 Passenger Car & Light Truck

This segment benefited from sustained price increases as well as from further improvement in the product
and category mix.
Excluding the impact of currency fluctuations, the segment’s net sales are up more than 3% year on year.

Passenger Car/ Light Truck !
(in units)
Cumulative Q1 2003

‘Replacement Replacement Original Original
Market Equipment Equipment
Market

Total - .. ‘ 9% T t14% . NA
Europe® : +8.3% +10.5% -16.1% +02%
North America® | ¢ -6.0% -5.4% +9.2% +2.4%
Other geographical areas® 1 2% +5.7% N/A + 42.5% N/A

O In the European replacement, the increase in sales volumes (+8.3% year on year) is slightly lower
than that of the market, the increase of which can be for the most part attributed to certain
promotional campaigns by competitors. The Group's product and category mix improved further, with,
in particular, a strong progression in VZ and in 4x4 tire sales.

The price increases ranging from 2 to 3% which had been announced on January 1, are holding up as
well as the similar increases that were passed in the spring of 2002.

in North America, net sales are down 6% compared to the first quarter of 2002. In consequence, the
Group is maintaining its market share. This is due to the impact, in January and in February 2002 of the
very sharp hike in SUV tire sales generated by the second Firestone recall from June 20071 onwards. For
the record, Michelin contributed to replacing more than 30% of the recalled tires. Therefore, this
segment’s drop is mechanically impacting Group sales in an amplified manner, this quarter like in
2002.

In South America, Group performances are benefiting from the markets’ slight recovery in Brazil and
in Argentina. As had been the case in 2002, the numerous price increases in local currency have
helped limit the net sales decline.

In Asia, the Group is maintaining its focused growth policy by putting particular emphasis on high
added value segments.

in China, our progress was greater than the market's: net sales of Michelin and of Warrior branded
tires are up by more than 30%. Net sales in Thailand are not affected by the Group's voluntary
slowdown of sales in the light truck segment, which is meant to deliver a better product mix

0 In Original Equipment in Europe, the non-renewal, from August 2002, of the delivery contract with
General Motors Europe, has also contributed, and in a sizeable manner, to the drop in sales volumes in
the first quarter. This decline which exceeded 16%, can aiso be partly attributed to our efforts to
achieve a better balance between Original equipment and Replacement and an improvement in the
quality of the mix. The volume trend is consistent with Group expectations, while the product /
category mix got richer in the first quarter, to the benefit of the premium segments (VZ, 4x4).

Similarly, in North America, in an ever expanding market, Michelin took further advantage of the
market development and improved its mix again. As evidenced in 2002, Group sales grew much faster
than the market did. Additional significant gains in market share in the '‘SUV' and 'Performance’
segments have been recorded.

3.2 Truck

¢ Western (15 main markets) and Eastern Europe (excl. Community of Independent States)
d United States, Canada and Mexico
e Asia, South America, Africa and Middle East

Compagnie Genérale des Etablissements Michelin First quarter 2003 net sales
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Net sales were down 0.9% year on year. This slight decline is due to a highly unfavorable currency impact.
Excluding that impact, the sharp impact in sales volumes (+6.7% in units) together with higher unit prices
generated more than 129% growth in this activity.

Truck . Replacement’ Replacement  Original Original
(in units) Market Equipment  Equipment
Market

Accrued Q1 2003

Tota 65% LN/A. S 1A% N/
Europe +9.4% + 6.0%° + 4.3%* +12.3%¢
North America . +10.9% 0%* +57% +13.0%
Other geographical areas ; | +1.2% N/A +28.2% N/A

Q In Replacement, in Europe, Group new tire sales have improved. In this environment, the Group
gained market share. The analysis of the first quarter sales performance needs however to take into
consideration the market weakness of the first quarter 2002. Furthermore, the Group announced price
increases in the order of 3% which will become effective during the second quarter.

In North America, the progress in Group sales remains modest. One should remember that Michelin
had registered substantial losses in market shares in the first quarter of 2007 which had been regained
in the first quarter of 2002, but only partially. In terms of market share, the Group is making further
progress, but has not yet reached its 2000 level. In retread, it is recording further progress in a market
that is down 2%. As far as prices are concerned, the February 1 price increases for Michelin branded
tires, which averaged 4.5% for replacement tires and 3.75% for retread tires, are sticking.

in South America, Group sales of Michelin branded truck tires show strong increase in Brazil in a
market that is stable compared to the same period of the prior year. Price increases which have been
implemented in 2002 and early 2003 are holding up.

In Asia, Michelin's sales of radial tires were up again in the first quarter, especially in China, in line
with the performances registered in 2007 and in 2002.

0 In Original equipment, in Europe, Michelin implemented limited arbitrage in the first quarter, in
order to free production capacities aimed at better servicing demand on the replacement market. This
explains why Group sales are progressing slower than the market. It should also be noted that, in the
first quarter 2002, the market had falien by close to 15%.

In North America, the Group continues to enjoy good performances: the slight decline in market
shares is related to the stronger recovery of the trailer segment where the Group is less present.

3.3 Other activities

At 1.7 billion euros, the segment’s net sales are down 5.4% compared to the first quarter 2002. The
depreciation of the US dollar by more than 18% compared to the euro (whereas it has registered an
increase of more than 5.2% over the first quarter 2002) is substantially affecting the dollar denominated
net sales of this segment: this concerns the conversion of TCl sales ; of Earthmover sales - mostly
denominated in US dollars — and Aircraft, where the US dollar is the currency of reference for most
commercial transactions.

As far as distribution activities are concerned, Euromaster experienced dull ‘sell-out’ markets in Europe, in
Passenger Car and Light Truck as well as in Truck. Under such circumstances, its net sales are slightly down
compared to the first three months of 2002.

Even excluding the effect of currency fiuctuations, TCl's net sales are slightly down, as the first quarter
2002 net sales had benefited from the favorable impact of the second Firestone recall. In this respect, it

a New tires

b Western Europe

¢ Sales power units + trailers

d Power units market

e Radial + bias truck market USA+ Canada + Mexico

Compagnie Générale des Etablissements Michelin First quarter 2003 net sales
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should be remembered that TCl makes about 35% of its activity in the distribution of Passenger Car and
Light Truck tires.

In Earthmover tires, sales volumes are up year on year, both in Original Equipment where markets were
sustained, and in Replacement where sales took advantage of the recovery in the mining sector. On the
other hand, sales in Africa and in the Middle East suffered from the geopolitical environment. Lastly, the
depreciation of the dollar had a severe impact on nets sales.

Agricultural tires have been affected by a slowdown in European replacement sales and a slight increase
in Original Equipment sales.

Despite an increase in sales volumes, the Aircraft tire business has been penalized by the sharp
depreciation of the US dollar vs the euro and darkening prospects for the airline industry. As far as Two
wheel tires are concerned, net sales are down due to a combination of declining replacement markets and
growing original equipment markets . Lastly, the Wheel manufacturing business continues to suffer from
weakness in the European market for steel wheels and from the industry’s production overcapacity in
Europe. In January 2003, the Group announced a set of measures aimed at restructuring this activity.

Compagnie Financiére Michelin

For the quarter ended March 31, 2003, Compagnie Financiere Michelin (CFM) 's net sales were 3.72
biliions of euros, down 4.7% compared to the prior year. At constant exchange rates, on the contrary, net
sales are up 5.8% when stated in Euros. Because Compagnie Geéneérale des Etablissements Michelin has
almost the same scope of sales as the Compagnie Financiere Michelin, the qualitative comments made on
net sales apply to the latter as well.

The Compagnie Générale des Etablissements Michelin will hold its annual ordinary and
extraordinary general shareholders meeting next May 16, at 9:00 am in Clermont-Ferrand
(France). The convening notice, together with the 2002 annual report, has been mailed to each
shareholder. These documents, and the updated “"document de référence” can be downloaded
from the website at www.michelin.com.

The dividend which will be submitted to the vote of the Annual general Meeting, will be paid on
May 20, 2003.

The first half 2003 earnings will be made public on Tuesday July 29, 2003, before the Paris stock
market opens (8 :00 am Paris time).

Compagnie Générale des Etablissements Michelin First quarter 2003 net sales
April 23, 2003
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Questions / answers

1. First quarter 2003 net sales are markedly down because of a very strong currency impact.
Could this imply an impact on Group earnings as well ?

In the first quarter 2003, the dollar lost some 18% of its value against the euro compared with the
same period of 2002, whereas it had gained 5.2% in the same quarter of 2002, South American
currencies, and in particular the Brazilian real, have also sharply depreciated over the first three
months. The impact on net sales is 384 million euros, or 10%. It should however be noted that, in_a
stabilized situation, Michelin is relatively dollar insensitive.

At the end of March 2003, a little less than 50% of Group sales were generated outside of Europe,
and one third in North America. However, most of the raw materials are purchased in dollars, or at
dollar based prices, or in currencies pegged to the dollar. A portion of these raw materials is used in
Europe. Furthermore, North America is a profitable region: the Group is therefore consolidating in Euros
dollar denominated profits.

A decline in the dollar vs euro exchange rate has the following effects:

- On net sales :
An immediate negative impact on dollar denominated net sales
- On earnings:
e An immediate negative impact on the conversion of North American results;
* An immediate negative impact on dollar denominated net sales generated from Europe
and from Asia;
e An impact on the cost structure, through the drop in raw material costs for Europe. This
impact is not instantaneous, because of the inertia inherent to the procurement structure.
(the time lag between the purchase of raw materials and their consumption in the cost of
goods sold averages 4 to 6 months)

In a stabilized situation, the impact is, overall, neutral at the operating income level, if not slightly
positive in terms of margin, as net sales, in this particutar net, do not progress as fast as earnings.

Nonetheless, given the delayed impact on the cost structure, any fall in the dollar versus the euro
would first negatively affect the Group's income statement. On average, over the quarter, on the basis
of 1.07 US dollar for 1 euro, the USD/Euro exchange rate is close to the level reached at the end of
2002 {which was 1 euro = 1.05 US dollar).

2. Given the difficult markets, especially in North American replacement, can Michelin still
increase its selling prices in order to compensate for higher raw material costs ?

The sharp increase in the purchasing costs of raw materials in the first quarter 2003, notably in natural
rubber and in monomeres, has been partly offset by the dollar depreciation. In euro terms, it is in line
with Group expectations which imply an average increase comprised between 3 and 4% on 2002 euro
denominated average procurements costs.

Tires are not commodities. Therefore, in the price of a tire, raw material prices are one component
within many others. Michelin is endeavoring to adequately price the value added that its products bring
to its clients. The Group will maintain this policy as it is contributing to its profitability improvement. It is
constantly reviewing all the opportunities that every single market may offer at one point in time.

In Truck tires, for instance, after raising the prices for certain BFGoodrich brand tires last November,
Michelin increased by an average 4.5% the prices of Michelin brand new tires and by 3.75% Michelin
brand retreads. These increases, effective on February ¥, are holding. In Passenger Car and Light
Truck Replacement, the price increases of 2002 that were implemented in the course of 2002 in North
America and early 2003 in Europe are sticking as well. This is also true for the price increases in Truck
replacement implemented in Europe, early December 2002. On this specific market, a new round of

Compagnie Générale des Etablissements Michelin First quarter 2003 net sales
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similar price increases have been announced. They will become effective during the second quarter.
This determined pricing policy has also been implemented in other regions.

3. Could the sharp drop in Passenger Car & Light Truck tire markets in North America and the
strong increase in Europe lead to a reassessment of the Michelin’s working assumptions for
2003 ?

The significant changes cbserved on both markets, like on the main Truck tire markets, need to be
assessed in light of the evolution that took place back in the first quarter of 2002.

Globally, these markets remain below their 2000 levels, in absolute terms. The 'sell-out’ markets, that
is the sales to the end customers, have been rather sluggish in the quarter. Several North American
and European car manufacturers have scheduled production cuts for the second quarter. These factors,
combined with the geopolitical and macroeconomic uncertainties, do not make it possible to
extrapolate for the rest of the year any of the first quarter “trend”.

Therefore, Michelin is maintaining its assumption for world tire markets: they are anticipated to be flat,
if not slightly down for the whole of 2003.

4. What is the status of the acquisition of Viborg ?

The European Commission having approved this operation in early March 2003, Michelin completed
this acquisition on March 31, The activities of Viborg will be retroactively consolidated as of April 1,
2003.

The due diligence process has started. Insofar as it is expected to be completed during the summer, the
activities of Viborg will therefore not appear in the Group's consolidated accounts before the second
haif of the year.

Furthermore, it is too early to determine the corresponding goodwill which will be known at the end of
the due diligence. As it had been indicated in the 2002 earnings release, it is however likely to exceed
50 million euros. As provided for in Michelin's internal rules of consolidation, this goodwill arising from
commercial activities will be fully amortized in 2003.

5. S&P has decided to confirm the BBB+/A/2 rating of CGEM and its subsidiaries, with negative
outlook. Will the change in the outlook from 'stable’ to 'negative’ have any impact on the
Group?

Michelin has acknowledged the confirmation of its rating. Bearing in mind the fact that the rating
agency now takes into consideration Michelin's net deferred benefits in their entirety, that is differed
benefits not covered by assets located in dedicated funds, this confirmation reflects the improvement in
the quality of the Group's earnings in 2002.

The vast majority of the 2.2 billion euros of net deferred benefits recorded in the Group's balance sheet
correspond to the present value of the projected reimbursements by the Group of future medical
expenses of its North American retirees and not to ‘non funded” pensions (i.e. not funded by dedicated
assets). Some of these expenses correspond to vested or non vested rights for employees in certain
countries. These rights do not necessarily imply a contractual commitment. Therefore, this commitment
can either be revised at will or under certain circurmstances.

Michelin’s financial strategy is dedicated to the Group's industrial and commercial strategy. Its strategic
orientations do not fluctuate according to the financial rating. In particular, when it comes to funding its
deferred benefits with assets or provisions, it is Michelin’s policy to take into consideration the interest
of the Group and of its employees, with a view to ensure the long term durability of its activities for the
benefit of all.

The change from a 'stable’ to a 'negative’ outlook will have no impact on the Group's cash position or
on its cost of financing. Neither will it endanger its ability to finance its development strategy which is
aiming at a lasting and profitable growth. Indeed, as of December 31, 2002, the Group had no debt or
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financing contract subject to any ratio or any material adverse change clauses related to the Group's
financial situation or to its rating which could affect the ability to service its debt or the maturity of the
bonds in issue. Michelin has always been very prudent and very careful to protect its financial flexibility.
This is why the Group avoids such clauses, even if it might lead to a higher cost of debt.

Recent events

o April 8, 2003 : Takeover bid by Michelin to acquire 30% of the equity of its Polish Stomil -
Olsztyn subsidiary

Compagnie Génerale des Etablissements Michelin, through its affiliate Compagnie Financiere Michelin,
announced it will make an offer to acquire the 8 097 197 shares it does not currently own of its Polish
subsidiary, Stomil-Olsztyn, representing 29.75 % of the equity.

The offer price is 46.5 Polish ziotys per share. It will run from April 15 till Aprii 30, 2003. Should the
entirety of the equity not yet held by the Michelin Group be tendered to the offer, the aggregate cost
of the offer would be approximately € 87 million, at current exchange rates’.

Michelin's planned acquisition of the minority shares of Stomil-Olsztyn is part of the process to optimize
and simplify Group structures that have been initiated with the exchange offer of Compagnie
Financiere Michelin (CFM) shares iast October 2002,

Q April 7, 2003: Standard & Poors removes Michelin from its watchlist and reaffirms its BBB+/
A/2 rating on Compagnie Générale des Etablissements Michelin and its subsidiaries

On February 7, 2003, Standard & Poors had placed under credit watch, with negative implication,
CGEM’s financial rating, as well as that of its subsidiaries, Compagnie Financiere Michelin and
Manufacture Francaise des Pneumatiques Michelin. This decision, which applied to 10 European
companies, was based upon the agency taking a new approach to those companies deferred benefits.

After having assessed Michelin's earnings, its perspectives and deferred benefits, Standard & Poors
removed Michelin from its watch list and reaffirmed both Group's and its subsiddiaries’ BBB+/ A/2
rating. The outlook was changed from « stable » to « negative ».

Piease refer to the Q&A section of the first quarter 2003 sales release for more comments.

Q  April 2003: The Michelin Anti-Sptash Deflector: a Road-Safety Innovation
Michelin, in its continuing concern with improving road safety, is planning an April 2003 world-
premiere of an anti-splash deflector for the truck market, to be commercialized as an integrated
component of the new 385/55 R 22.5 XFA2 Energy tire.
This anti-splash deflector will contribute to improving the visibility of automobilists in rainy weather in

situations involving passing or lane-crossovers with trucks. The anti-splash designed by Michelin reduces
up to 4 times the height of water projections produced by trucks on wet roads.

Q April 2, 2003: Opening up of the subscription period in the second phase of its Employee
Stockholder Plan.

After having set up the first phase of its Group Employee Stockholder Plan in 16 countries in 2002,
Michelin will be implementing the second phase of the plan this year.

a 1 euro = 4.31 zlotys as of April 7, 2003
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The purpose of this operation, which will enabie more than 105,000 Company's employees in close to
70 countries to subscribe for shares under preferential conditions, is to associate employees even
further in the international development of the Company.

In accordance with the provisions of the fifth resolution voted at the mixed Annual General
Stackholders' Meeting convened on the 18" May 2001, the operation main features are as fallows :

oA maximum of 1 407 857 shares will be issued, representing 0.99% of corporate
capital and suspending the preferential subscription right. The subscription price has
been set at 23 euros, thus representing a 20% discount over the average of the first
prices quoted in the twenty stock exchange trading sessions preceding the 27" March
2003;

*The new shares will have a par value of 2 Euros as of the 1" January 2003;

*The beneficiaries of this offer will be employees of the CGEM and of French or non-
French companies of which the CGEM holds directly or indirectly at least 50% of the
company capital.

eThe Employees shall keep the shares or the investment trust units (FCPE) blocked
during a 5-year-period, except in the event of a case for early release.

The subscription period will close on April 30.

0 March 2003 : Michelin wins new JD Power Japanese awards
Each year JD Power and Associates surveys car owners to assess their level of satisfaction of their OE
tire fitment on their car.
In March, for the first survey ever conducted in Japan, Michelin scored first on all customer satisfaction
criteria, ahead of Bridgestone.
® K %
Contacts
Eric Le Corre: +33 (0)1 4566 1004/ + 33 (0)4 73 3277 92
eric.le-corre@fr.michelin.com
Laurent Cavard: +33 (0)4 73 3218 02/ +33 (0)1 4566 16 15
laurent.cavard@fr.michelin.com
PR
For more information,
visit the « Investor relations » section at www.michelin.com
Compagnie Genérale des Etablissements Michelin First quarter 2003 net sales
April 23, 2003

-Page 11 of 11 -



SEC File #82-3354
Page 1 of 1

COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN
(Michelin et Cie)

Partnership limited by shares with capital of 283 585 460 Euros.
Registered Office: 12, cours Sablon, Clermont-Ferrand (Puy de Dome)
855 200 887 R.C.S. Clermont-Ferrand

SUMMARY

PUBLICATION IN THE FRENCH LEGAL NOTICE BULLETIN (BALO)

DATED MAY 28, 2003

Voting Rights

Pursuant to the provisions of Articles L. 233-8 of the Commercial Code and Article 247 of the
decree of March 23, 1967, the Company informs its shareholders that as at May 16, 2003, the

date on which the Joint General Meeting was held, the total number of existing voting rights was
177,233,271.
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[. - The company accounts and consolidated accounts, as published in the Bulletin des Annonces
Légales Obligatoires on April 2, 2003, pages 3652 to 3663, have been approved without
modification by the mixed general assembly of shareholders on May 16, 2003.

The company and consolidated accounts were deposited at the office of the Clerk of the Tribunal
de Commerce of Clermont-Ferrand on May 28, 2003.

II. - Statutory Auditors' General Report

In accordance with the terms of our appointment at the Annual Shareholders” Meeting, we
hereby submit our report for the year ended December 31, 2002, on:

- our examination of the financial statements of COMPAGNIE GENERALE DES
ETABLISSEMENTS MICHELIN, presented in euro, as attached to this report,
- the specific procedures and information required by law.

These financial statements have been approved by the Managing Partners. Our responsibility is
to express an opinion on these financial statements based on our audit.

1. Opinion on the financial statements

We conducted our audit in accordance with professional standards applied in France. Those
standards require that we plan and perform our audit to obtain reasonable assurance
that the financial statements are free from material misstatement.

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made in the preparation of the financial statements, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

We certify that the financial statements present fairly, in all material respects, the financial
position and assets of the Company and the results of operations for the year then ended in
accordance with accounting principles generally accepted in France.

2. Specific procedures and information

We have also performed the specific procedures required by law, in accordance with professional
standards applied in France.

We are satisfied that the information given in the Managing Partners’ Report and the documents
sent to shareholders on the financial position and financial statements is fairly stated and agrees
with those financial statements.
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As required by law, we have also verified that details of the identity of shareholders are disclosed
in the Managing Partners” Report.

Paris, March 14, 2003
Auditors:
Members of Compagnie Régionale de Paris

Dominique Paul Stéphane Marie

HI. - Statutory Auditors' Report on the Consolidated Financial Statements

In accordance with the terms of our appointment at the Annual Shareholders’ Meeting, we have
audited the consolidated financial statements of COMPAGNIE GENERALE DES
ETABLISSEMENTS MICHELIN for the year ended December 31, 2002, presented in euro, as
attached to this report.

These consolidated financial statements have been approved by the Managing Partners. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with professional standards applied in France. Those
standards require that we plan and perform our audit to obtain reasonable assurance that the
financial statements are free from material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made in the
preparation of the financial statements, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

We certify that the consolidated financial statements present fairly, in all material respects, the
financial position and assets of the companies included in the consolidation in accordance with
accounting principles generally accepted in France.

We also examined the information on the Group given in the Managing Partners’ Report. We
have no comments to make as to the fair presentation of this information and its consistency with
the consolidated financial statements.

Paris, March 14, 2003
Auditors:
Members of Compagnie Régionale de Paris

Dominique Paul Stéphane Marie
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COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN

IN A TRADING ENVIRONMENT AS DIFFICULT AS EVER , MICHELIN GROWS FURTHER. THE
OPERATING MARGIN IMPROVED IN THE 1* HALF 2003 FROM 7.3% TO 7.9%.

Net sales are up 4.4%, excluding the impact of currency fluctuations. The highly
unfavourable evolution of exchange rates led, however, to a 6% drop in net sales.

This evolution took place in an environment marked by the overall stability of the tire
markets, in line with the Group's expectations for the 1° half. The Group's high level of
activity and its cost control largely absorbed the sharp increase in raw materials
procurement costs.

Cash flow gains two percentage points as a percentage of net sales, that is 10% against
8.1% a year ago.

Various exceptional elements have led to the 35% decline in net income of the first half
2003.

Michelin maintains its assumption of tire markets that will be stable at best for the
whole year. In the second half, raw material consumption costs will remain as high as in
the first semester.

Furthermore, following the acquisition of Viborg, which is aimed at strengthening in
Northern Europe, Euromaster, Europe’s largest tire distribution group, Michelin will
amortize the corresponding goodwill over one single year, in the second half. This will
weigh in a significant manner on 2003 net income.

Confronted with an environment that has been challenging for two years now, and
which provides no evidence of easing in the foreseeable future, Michelin will continue
to improve its performances and its global competitiveness.

In millions of Euros Variation June 30,
2003/ 2002 2002
Net sales -6.1% 7821.0
Operating income +1.5% 569.6
Operating margin as a % of net sales 7.3%
Net income -34.9% 254.1

The rules and methods applied for the establishment of the consolidated accounts at June 30 2003 are in
accordance with the accounting rule 98-02 of the French Comité de la Reéglementation Comptable,

1st half 2003 consolidated earnings Compagnie Générale des Etablissements Michetin Page 1on17



Net sales evolved in an environment marked by contrasted markets and by very adverse currency
fluctuations.

The 6.0% decline in net sales compared to the first half 2002 can be analyzed as follows:

> A -10% negative impact linked to exchange rate variations. As it had already been noted over the
last months of 2002, this impact is mainly attributable to North and South American currencies. The US
dollar ost 19% against the euro.

» A 2.4% positive impact linked to an increase in sales volumes. This trend is more the effect of
inventories being rebuilt at dealers, especially in Europe, than of an actual increase in end user demand.

The increase in sales volumes reflects contrasted tire markets. While they have been relatively stable in
the 1% half, they remain below their 2000 levels,

In Passenger Car / Light Truck, in Europe, the increase in sales volumes on the replacement market
(+3.8% in the semester under review) is lower than that of the market of which improvement has been
mostly fuelled by certain promotional sales campaigns launched by competitors. Furthermore, in Eastern
Europe, the Group has deliberately decided to favour constant euro denominated revenues by increasing
prices in order to compensate for the depreciation of local currencies vis-a-vis the euro.

The Group's categories and product mixes have further improved, in line with the achievements of the
past years. In this respect, the strong progression of VZ and 4x4 sales is worth mentioning.

In North America, a particular feature of the first half is the 3.1% decline in the replacement market
compared to the first half 2002. Its origin lies in multiple factors: deterioration in consumer confidence,
especially during the March-May period that corresponded to the war in fraq; sharp hike in gas prices in
the first quarter, unfavourable basis for comparison due to the end of the second Firestone tire recall in
January and in February 2002, delayed recovery in the market as a whole and in the SUV segment.

In this environment, Group sales are down 3.9% compared to the same period a year ago, leading to a
slight softening in the Group's market share over the semester. There are two primary reasons to this
phenomenon, that are closely linked to the various Firestone recalls: first, the impact in January and in
February of the very sharp hike in SUV tires sales generated by the second Firestone recall organized by
Ford from June 2001 onwards. Michelin's contribution to this recall was in excess of 30%. Second, the
temporary contraction of ‘premium’ brands market share to the benefit of ‘vaiue’ brands. Michelin has a
significant portion of its sales in the ‘premium’ brand market. Back in 2000, given the sense of
emergency and the worries triggered by the August 2000 Firestone, certain consumers have gone away
from their usual purchasing habits and looked for reassurance through the purchase of ‘flag’ brands,
mostly ‘premium’ ones. Consistent with the Group’s expectations, part of these customers are now
progressively returning to their initial buying patterns. This phenomenon is temporarily amplified by a
greater price sensitivity, as consumers are worried by the current uncertainties prevailing in the American
economy.

In Asia, the Group is maintaining its focused growth policy by putting emphasis on the high added value
segments. In Japan, the implementation of this program on the replacement markets is now completed
and is bearing its first fruits. In China, once again, Group sales progressed faster than the market in the
1" half, for Michelin as welt as for Warrior branded tires, the product range of which has just been
modernized.

In South America, the Group's performances benefit from the modest recovery in the Brazilian markets,
but continue to suffer from the difficulties at hand in the Spanish-speaking markets. As had been the
case in 2002, the numerous price increases implemented in local currencies have made it possible to
limit the decline in sales.

In the Middle-East / Africa area, remarkable commercial performances in Turkey and in the Persian
Gulf have helped sales expansion.
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In Original Equipment, in Europe, the Passenger Car / Light Truck market is down 5.1% in the T
half. The effort to achieve a better balance of sales between original equipment and replacement, the
improvement of the quality of the mix, and the consequences of the non-renewal, effective from August
2002 on, of the supply contract with General Motors Europe have led to a close to 17% decline in sales
volumes. This evolution is consistent with Michelin's expectations, while the Group's category/product
mix got richer in the 1" half, and specifically so in the top of the range (VZ, 4x4)

Similarly, in North America, in a down market, Michelin's sales momentum was again more positive
than that of the market. The Group further improved its product mix through market share gains in the
performance and SUV segments.

On the Asian original equipment market, the Group's market share with the Japanese car makers is up.
In China, the Group benefits from the strong increase in car sales and the noteworthy expansion of its
market shares.

In Truck, in Europe, the Group's replacement sales (new tires) grow again faster than the market. This
growth in the "sell in" sales can be mostly attributed to specific circumstances, such as the delivery,
early 2003, of end of 2002 back-orders, which could not have been fulfilled, because of the lack of
products. Price increases in the average of 3% that the Group implemented at the end of the second
quarter have led to advance purchases by certain tire dealers and therefore also impacted positively this
trend.

In replacement, in North America, in a challenging macro economic environment marked by a sharp
increase in diesel prices that penalized the transportation industry, the Group records an 8% increase in
its replacement sales. Noteworthy to mention is the fact the Group's sales volumes and market share
remain lower than in 2000,

In South America, Group sales went up in Brazil, in a replacement market that was down 4.5%
compared to the same period in 2002. The price increases that were implemented in 2002 and at the
beginning of 2003 are sticking.

In Asia, Michelin saw higher sales of radial tires, especially in China, in line with the performances
achieved in 2001 and in 2002. It is worth stating that the SARS epidemic has had no significant impact
on this strong growth momentum.

In the Middle-East Africa area, truck sales volumes are up in the 1st half 2003, Taking advantage of
the reopening of its plant in Algeria, Michelin is penetrating the North African markets further. Sales
trends are also positive in the Middle-East and in South Africa.

In Truck original equipment, in Europe, in the 1% half, Michelin made occasional switches, in order to
free up capacities on the power unit segment to better serve demand on the replacement markets. On
the trailer segment, Group sales have been in line with the sharp slide recorded by the market itself.
These two factors combined explain the slower Group performance compared to the power unit market.

In North America, the Group's global market share in the original equipment market is slightly down.
This slowdown can be explained by an unfavourable mix effect for the Group within the market. It turns
out that the market growth is pulled by the strength of the trailer segment, where the Group is less
active than in the technically more challenging power unit segment.
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» A 2.0% positive price / mix effect, at constant exchange rates. This progression can be explained by
the continuous improvement in the product-mix, the price increases implemented in 2002 and in 2003,
especially in South America. It has also benefited from a favourable market mix, as Replacement sales
have grown faster than Original equipment.

» Finally, there was no scope effect as there was no change in the Group’s scope of consolidation,
compared to the T half 2002. The acquisition of Viborg's tire distribution activities in Europe was
definitively signed on March 31, 2002. These activities will be consolidated as of Aprit 1; and will appear
in the Group's consolidated financial statements in the second half, upon completion of the due
diligence that is currently underway.

In a trading environment as difficult as ever, the operating margin improved in the T
half 2003 from 7.3% to 7.9%

Operating income improved, whereas net sales are down 6.0%. This is one of the most tangible illustrations
of the Group's efforts to improve on its "clearance” and its "all terrain” performances.

This 0.6 point progress compared to the first 6 months of 2002, although genuine and lasting, should not
mask the persistence of a difficult trading environment. It therefore needs to be precisely analyzed in light of
the following elements:

- A strong progression of sales volumes compared to 2002.

This progression has been particularly sharp in the 1* quarter and in Truck. Sales in Asia recorded further
strong progress, in Passenger Car / Light Truck.

- A very negative impact of the raw material procurement costs on the change in operating
income.

Indeed, in the T' half, the Group has suffered from the consequences of the increase registered in the
second half 2002 (+13% in US$, % of the raw materials being invoiced in this currency or in related
currencies). This is due to the well identified time lag of about 4 to 6 months, between the purchase of
the raw materials and their actual consumption in the production process.

- The improvement in average pricing and in the mix.

This trend has been amplified by a better original equipment / replacement mix compared to 2002 and
by the continuing progress in the category mix, especially in Passenger Car / Light Truck. Supported by
market evolutions and by Michelin's policy, Replacement sales have gone up 3.4% , in volumes (tons),
whereas sales are up 2.4% in Original Equipment.

- A positive impact on operating income from the change in inventories.

The seasonal structure of the tire business typically generates a build up in the inventories of finished
products in the T half of the year, and, on the contrary, leads to their destocking in the second
semester.

In this respect, the T' half 2002 was atypical, as had been indicated at the time: there had been no
increase in inventories.

On the contrary, the T' half 2003 is back to the normal seasonal pattern in terms of change in the
Group’s inventories of finished products. As a consequence, this trend results in a 1.1 percentage point
improvermnent in the operating margin in the 17" half, compared to the same period in 2002. The decline
in inventories in the second part of the year should be of the same order of magnitude as that of the
second half 2002. it will thus eliminate this positive impact on the operating income of the full year.
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- The planned increase in benefits costs
This increase is due to:

= Higher annual amortisation charge (accounted for as payroll costs), further to the
increase in unrecognised actuarial gains and losses seen at December 31, 2002,

= Downward revision of the assumptions relating to the expected long-term rate of return
of plan assets factored in for the calculation of the 2003 cost.

However, and in line with the previous semesters over the past three years, the actions implemented by
Michelin to improve its ‘all terrain’ capabilities have all contributed to the increase in the operating income.

A set of exceptional items have led to the 35% decline in the 1 half 2003 net income.

Most of the net non-recurring income and expense which is a 178 million euros loss, that is 165 million
euros, stems from the cost of restructuring measures that have been announced, in particular within the
framework of the Group's industrial evolution program in Spain made public earlier this year (140 million
euros before tax) and measures made public in June in France (13 million euros).

As a consequence, net income is significantly down in the first half 2003.

Michelin’s balance sheet is strong

In spite of trading conditions that show no sign of easing, the Group has preserved its cash flow generation.

It is 738 million euros. Expressed as a percentage of sales, it gains 2 percentage points compared to the first
half 2002, or 10% against 8.1%.

It was more than sufficient to meet the 69 million euros contribution to Michelin pension funds in the first
half 2003. Furthermore, the relatively good performance of financial markets made it possible to achieve
real returns of 8% for plan assets in the US, 3% for the assets in the United Kingdom (against, respectively, -
1.5% and -5% in the T haif 2002) and 6% for the total assets under management compared to the
« measurement dates »,

The combination of these two movements is reflected in the fact that the value of the assets under
management is, as of June 30, 2003, above what it was at the end of 2002, in constant currency.

The cash flow continues to largely cover the cash-out related to the unfunded benefit obligations such as
retirement, medicare... These payments amounted to 110 million euros in the 1st half 2003

In addition to the above, cash flow has also been used for:

- Net investments (669 million euros). This amount includes net investments in tangible and in intangible
assets (372 million euros), as well as 297 million euros of net financial investments, primarily related to
the acquisition of minority interest in certain subsidiaries and to financings linked to the acquisition of the
Viborg Group.

- Inventory build up in the first half.

The uses of cash related to the inventory build up and to the financings related to the acquisition of Viborg
are specific to the 1st half.

Thus, free cash flow is momentarily, a negative =195 million eurcs;

The ensuing increase in net financial debt is, however, limited by the 19% hike in the US doliar vs the euro.
Compared to December 31, 2002, the gearing ratio (net financial debt / stockholders' equity) stabitized
below 90%, well below the 102% recorded at June 30, 2002.
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Segment information

Net sales Operatmglncome . Operating margin
Tst half 2003 ASURalf 2003 H12003 F1 2002
M %oftotal 2003/2002 - M- % of total
Euros “Euros * .
Pass. Car / Light Truck 3,633.0 49.4% -9.1% 3394 . 58.7% ©9.3% 8.9%
Truck 19035 259%  -1.6% 2484 430%  131% 11.1%
Other businesses 2,177.4  296% -55% .95 '-‘1:7% 04%  -0.1%

Inter-segment eliminations  (365.7) L - -

Group 7,348.2 100% -6.0% 5783  100% 7.9% 7.3%

Passenger Car / Light Truck

During the T' half, the Passenger Car / Light Truck activity was confronted with a decline in the North
American replacement market as well as in original equipment markets. Net sales of this activity are down
9.1% for the period. Excluding currency fluctuations, it is up 2.3%, compared to the 1" half 2002.

At 9.3%, the operating margin follows the same upward trend of the past three years. A sharp drop in the
North American replacement market has marked the 1st half, as well as unusual growth in European
replacement and higher raw materials costs. Under these circumstances, the improvement in this activity’s
operating margin can be mainly attributed to:

- Richer category mix, in replacement as well as in original equipment;
- Modest increase in sales volumes;
- Better profitability of the Asian operations;

- Recovery of the South American businesses.

Truck

The slight softening in sales is due to a highly unfavourable impact from currency fluctuations. Exciuding
these, higher sales volumes (+4.3% in number of new truck tires) and better unit prices translated into a
+10.5% increase in this activity's sales.

At 13.1%, operating margin is 2 percentage points about its level in the T' half 2002, whereas sales are
actually down 1.6% in constant currencies.

The truck activity has been particularly hit, in the T' half by currency fluctuations, and by the rise in raw
material costs that has been constant throughout the semester. The fact that European and North American
replacement markets have held up relatively well, the improvement in the original equipment / replacement
mix and the control over industrial costs have more than compensated for these unfavourable elements.

Other businesses

The 19% depreciation of the US dollar against the euro is most hardly felt in the dollar denominated sales of
this segment: TCl's sales are impacted by the translation effect; sales of earthmover tires - predominantly
expressed in dollars ~ or of aircraft tires, where the US dollar is generaily the currency of reference for
commercial transactions.
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The operating profitability of the other businesses, at -0.4%, is down 0.3 percentage point compared to
June 30, 2002. Operating income is close to a negative 10 million euros. This decline is essentially linked to
a lower profitability of the specialty tire business compared to the 1" half a year ago.

It should nonetheless be mentioned that, in constant currencies, the economic performance of the specialty
tire business is improving, in spite of the preoccupying evolution of certain markets, such as aircraft and
agricultural tires (drought in Western Europe and difficulties in the Eastern Europe agricuitures).

Confronted with an environment that has been challenging for two years now, and
which provides no evidence of easing in the foreseeable future, Michelin will continue
to improve its performances and its global competitiveness.

The trends in the tire markets since the beginning of the year lend credit to the assumptions provided by
Michelin fast February 25. The Group continues to believe that markets will be stable, without ruling out the
risk of a decline. Furthermore, the raw material consumption costs will continue to rise, even if this will be
attenuated by the depreciation of the dollar. Lastly, other additional expenses will slow down the pace of
performances, such as freight, energy, insurances, and benefits costs, on top of the consequences of the
consolidation of Viborg over a 9-month period.

The first results of the in-depth post-acquisition due diligence initiated in Aprit 1%, 2003, and not yet
completed, shouid lead Michelin to record a goodwill of about 300 million euros in 2003. (It will be noted
that, according to the Group's principles of consolidation for trading activities, the goodwill will be amortized
over one year, in the 2003 accounts).

The financial situation of the distribution group in Northern Europe that Michelin acquired last spring,
significantly deteriorated in the second half of 2002 and in the first quarter of 2003, especially in Germany.
In addition, numerous dysfunctions have been recorded which make it necessary to implement restructuring
measures. Some of them have already been enacted since April 1. The initial results, with the refocusing of
Viborg on its core business, the full integration in the Euromaster network with a unified management, are
encouraging. They should reach their stated goal: to contribute by 2005 to the improvement of the
profitability of the Group’s distribution activities.

Michelin considers that the acquisition of Viborg is a strategic operation as it offers the opportunity to build
Europe’s targest tire distribution group, active on all of Western Europe’s major markets, and able to provide
customers with a significantly better service.

Confronted with an environment that has been challenging for two years now, and which provides no
evidence of easing in the foreseeable future, the Group will maintain on a high level of priority its efforts in
terms of cost reduction and of optimizing its industrial structure. Michelin is watchful and determined to
further improve its performances and its global competitiveness.

* K x

Net sales for the third quarter 2003 will be released on October 22, after the Paris market close.
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Main events in the first half 2003

Acquisitions- Partnerships

Successful takeover bid on Stomil-Olzstyn shares

Following the offering period, from Aprit 15 to April 30, 2003, 28.74% of the equity of Stomil-Olzstyn
were purchased. With the shares already held prior to this offer, the Compagnie Générale des
Etablissements Michelin {CGEM) now controls, through its affiliate Compagnie Financiere Michelin,
98.99% of the capital and of the voting rights of Stomil-Olzstyn and has launched a tender offer for
the remaining shares, which ended on July 11, 2003.

The total cost of the shares acquired by the Group amounts to approximately 84.8 million euros. This
operation is part of the process for optimizing and streamlining the Group's structures, initiated in
October 2002 with the Exchange Tender Offer faunched on the shares of the Compagnie Financiere
Michelin

Partnership agreement between Hankook and Michelin

On January 28, 2003, Hankook and Michelin signed a partnership agreement with a view to jointly
exploit synergies in a search for common opportunities to develop their respective positions in the tire
market. This co-operation agreement concerns manufacturing. Starting September 2004, Hankook
will manufacture passenger car tire brands belonging to the Michelin Group (excluding the Michelin
brand). The agreement will allow joint purchasing of products, services and equipment, along with
enhanced co-operation in RubberNetwork.com, the online business-to-business site set up by 9 tire
makers. Finally in the field of distribution, Hankook and Michelin have agreed to enter into a
commercial co-operation in several sectors of activity in their respective markets.

Signing of the official acquisition of Viborg by Euromaster

In accordance with the preliminary agreement signed on December 18, 2002 by Group Michelin
subsidiary Euromaster, and Viborg, the purchase of Viborg's tire distribution activities in Europe by
Euromaster was officially signed on March 31, 2003. This operation, which was approved by the
European competition regulators, will allow Michelin Group to strengthen its presence in distribution
and service in Northern Europe, especially in Germany.

Mobility assistance

Michelin’s mission is to contribute to the progress of the mobility of goods and people by facilitating
freedom, safety, efficiency and travel enjoyment.

PAX System is the most complete solution available allowing to meet these expectations. Indeed,
PAX System is the only rolling system that offers simultaneously added performances (handling,
comfort and rolling resistance), more safety as the tire cannot roll off the rim, and extended mobility
as it aliows to run-flat thus eliminating the need for a spare tire.

On May 15, 2003, Michelin was presented with the Gold Medal in the Siemens Innovation
Awards for PAX System. The jury was made up of scientists, experts, researchers, managers and
personalities. Every year, the Siemens Prize for Innovation rewards companies established in France
for their efforts devoted to research and improving people’s daily lives. PAX System is now
recognized as a major innovation for the future and has everything it takes to establish a position as
the new standard in the tire industry. PAX System gives the motorist the possibility of driving 200km
at 80km/h after a puncture.

PAX System has furthermore strengthened its presence by equipping new vehicles as an option or as
a standard feature:

. the new Rolls-Royce Phantom (introduced at the Detroit Motor Show in January 2003) is fitted with
PAX System as standard equipment, especially for PAX System’s performances in terms of confort.

. since May 1, 2003, in Europe, the Quattro version of the Audi top-of-the range A8 mode! is
available with a PAX System option thus joining the top-of-the range sporting sedan A8. Furthermore,
the Bugatti 16/4 Veyron'supercar”, fitted with the new Michelin Pilot Sport PAX System on ail four
wheels, was unveiled in Monaco last June 7 and 8. This passenger car tire, developed specifically for
the Bugatti Veyron, is the widest ever approved tire for a sports vehicle (365 mm). It is specially
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designed to handle the"supercar’s extraordinary power (1007CV) which is a sign of the revival of the
brand within the Volkswagen group.

Kleber Protectis, the anti-puncture tire, launched in mid-April in Poland and early May in France is
made up of a normal tire inside which Kieber has added a layer of Kleber patented self-sealing
rubber, which hermetically closes off the perforating object to prevent pressure loss. The Kleber
Protectis offers the same road-holding performance and comfort as a standard tire. Just as the
Uniroyal Nailguard tire in the United-States, it contributes to the safety of motorists as it considerably
reduces the risk of punctures.

Pilot Road Assistance is an offer designed to meet the expectations of motorcyclists in case of a
puncture. Owners of a motorcycle equipped with at least one Michelin Pilot Road purchased between
May 1 and August 31, 2003 can, in case of puncture, take advantage of free road assistance
between May 1 and December 31, 2003. The road assistance comprises transportation of the
motorcycle to the nearest Michelin dealer, transfer of the beneficiary to the dealer’s site, a hotel room
should the vehicle be immobilized more than 12 hours. This road assistance program is valid in all
countries covered by the insurance Green Card, does not entail a mileage franchise and is activated
through a simple phone call.

Innovations/Products

Truck : the anti-splash deflector : a road safety innovation

From Aprit 14 to 17, 2003, Michelin invited European journalists in Berlin for the world-premiere of
their latest innovation in terms of road safety: the anti-splash front tire for heavy trucks.

The anti-splash deflector, integrated on the new XFA 2 Energy truck tire, is a patented device. it is a
circular piece of rubber placed at the junction of the tread and sidewall allowing to reduce by four the
height of water projections produced by truck tires on wet roads. This offers two major advantages:
improved visibility for motorists overtaking or passing a truck in rainy weather conditions and improved
vision out of the rear-view mirror for the truck driver.

X One truck tire: fuel saving and larger payload

Tested in June 2003 by two European reference organizations, the German TUV and the French
UTAC. X One proved that it allowed a 4.20% fuel saving on articulated city buses. Moreover, as it is
extremely compact, this extra-large tire intended to replace twin fittings enables to gain space for
passengers.

In Europe, production of the first MAN vehicles equipped with X One XDA 2 Energy fitted assemblies
has started in May 2003. This fitting meets the expectations of Original Equipment Makers and user
customers who are permanently seeking larger payload, reduced fuel consumption, without
compromising safety.

For two years now, the X One has been successfully commercialized in North America, both in
Original Equipment and Replacement.

Launch of the new passenger car tire Warrior R28 in China

Warrior, the flagship brand on the Chinese market, had not renewed its range for some years. The
launch of 17 sizes, compared with 27 previously, and the higher performances offered are the result
of two years” work since the acquisition by Michelin of the radial passenger car and light truck factory
in Shanghai, in April 2001.

After the launch of the MXV8 in March (new passenger car under the Michelin brand), the Warrior
R28 further broadens the Group's multi-brand offering in China. This is an important asset for the
development of the brand and a major event for the deployment of the Michelin Group on an ever-
growing market.

Michelin tops JD Power’s OE customer satisfaction survey in Japan

JD Power carried out its first survey in Japan with user customers to measure their satisfaction with
the original equipment tires on their vehicles. Michelin topped the ranking which was published in
March 2003. Michelin achieved the highest scores, in particular for grip and tire design.
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Launching of a range of car accessories

On March 13, 2003, the new range of car accessories designed by Michelin Lifestyle was presented to
the press. For more than a century, Michelin has placed emphasis on innovative solutions to help
motorists find varied solutions on a daily basis. Michelin is restating this ambition with the launch of a
range of car accessories that are practical, efficient and stylish: digital pressure gauges, electric air
compressor, foot pumps, car mats, wheel trims, warning triangles or first aid kits, available in the
main European countries.

Michelin-Babolat partnership for cutting-edge tennis shoes

Leaders in their respective markets, Michelin and Babolat, -the world leader in racket strings-, have
combined their know-how and innovative abilities to develop the first range of tennis shoes with a
Michelin sole.

Babotat performed precise analyses of tennis players’ movements and their needs on different types of
playing surfaces. The company then turned to Michelin to partner together the development of a
special sole delivering top performance.

This new range of footwear, which includes models for men, women and children, is available since
July 2003 in specialty tennis stores in the main European countries.

Airbus 380 and the Falcon 7X equipped with Michelin Radial NZG tires

During the Paris Air Show, which took place this year from June 15 to 22, 2003,the Aviation Product
Line presented the latest Radial NZG technology tires. This Michelin innovation, which allowed
Concorde to fly again, combines radial technology with new high damage resistance materials. These
tires are scheduled for early 2004 delivery for the Airbus A380 wide-body jet and the Falcon 7X
business jet.

Radial technology is gaining increasingly more ground on the aircraft tire market. In 2001, just 46% of
the commercial aircraft to leave the production lines could be equipped with radial tires. In 2003,
Michelin estimates show that 60% of new aircraft will be able to use this technology.

Competition

Formula 1

Michelin returned on the circuits in 2001. In 2003, BMW-Williams, Mclaren-Mercedes, Renault F1,
Jaguar-Cosworth and Toyota are all equipped with Michelin tires. On July 6, at the French Grand Prix,
Michelin and BMW Williams F1 scored their second Formula One World Championship double in 7
days. This result presents Bibendum with a 70" win in Formula 1 and a 5" victory since the beginning
of the season.

Le Mans 24H (June15, 2003): Bentley-Michelin triumph in Le Mans

Qualifying in pole position, fastest race lap and its two cars in first and second places. Bentley was on
top of the 71st edition of the Le Mans 24H , capturing its 6" win on this circuit. Its new partrer,
Michelin, posted its 12th win in Le Mans (its 6" running) and dominated all categories.

300" victory in Moto GP

For the past 30 years, Michelin has dominated the highest level of motorbike sports. On June 28 at
Assen, during the Dutch Grand Prix, Michelin captured its 300th premier-class win : the 77th
consecutive win for Michelin and the 12" running in premier-class. In 2003, Michelin riders won every
race, taken every pole position and filled every podium

World Rally Championship

The Cyprus Rally which was held on June 21 -22 , marks the end of the first half of the 2003 World
Rally Championship. Michelin’s partners hold the first places in the ranking for Constructor and Driver
Championships. From the wintry asphalt in Monte-Carlo and ice in Sweden, to the grave! boulevards
in New Zealand and the punishing terrains of Turkey, from Argentina to Greece, Michelin tires
dominated in six out of seven events organized during the first half with four drivers and three
different vehicles.

Michelin and its shareholders
In 2002, Michelin announced the creation of a Shareholder's Advisory Committee, comprised of
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12 members. The Committee held its opening meeting on February 3, 2003 and its first working
session on Aprit 28, 2003, In the context of its mission, the Shareholder’'s Advisory Committee freely
determines the agenda of its meetings. The Committee’s main mission is to better adapt the Group's
financial communications to the expectations of individual shareholders. The presence of the
Committee was publicly acknowledged by Mr. E. Michelin during the Mixed Shareholders General
Meeting on May 16, 2003. During the General Meeting, the Committee put forth three oral
questions: one question concerned Group strategy, the other pertained to shareholder loyalty
development and the last question concerned sustainable development.

916 shareholders, of which 266 employees, attended the Mixed General Shareholder Meeting
which took place on May 16, 2003 in Clermont-Ferrand. For the second year running, the quorums
attained exceeded 55%, one of the highest for a CAC40-listed company. This active participation of
shareholders, both individual and corporate, is the proof of the interest taken in Michelin.

On January 21 2003, close to 500 shareholders and individual investors were gathered in Brussels, to
listen to and talk with the Group’s senior managers in context of regular meetings with shareholders.
The next meeting will take place in Lyons on October 7, 2003,

Financial rating

Moody's confirms its rating : on July 14, 2003, Moody's confirmed its Long Term and Short Term
rating to the CGEM (Baa2 et P-2) and the CFM (Baal et P-2).

On April 7, 2003, Standard & Poors removes Michelin from its watchlist and reaffirms its BBB+/

A/2 rating on Compagnie Générale des Etablissements Michelin and its subsidiaries. The outlook
was changed from « stable » to « negative ».

Michelin and its personnel

The second phase of the Group's Employee Shareholding Plan is now completed: substantial
subscription rates were noted in several countries including Algeria [73 9], Turkey [88 %], Poland
[85 %], Thailand [79 %], Colombia [73 %)]. All in ali, for the two phases of the Michelin Employee
Sharehoiding Plan, 69 % of the employees concerned out of the 113 000 eligible employees in 69
countries have chosen to become CGEM shareholders. This participation rate is one of the highest in
the French industrial sector. The corresponding capital increase was approved on June 30. Including
the capital increase linked to the "squeeze out" of CFM shares, the total number of CGEM shares is
currently 143,387,025.

In 2003, Michelin expects to recruit more than 1,700 people in France, of which at least 600
managers, employees, technicians, first-line supervisors (“agents de maitrise”) and 500 workers. This
decision is continuing the policy of recruitment required to meet the Group's development needs. It
also anticipates the replacement of the personnel set to retire in the next few years. A total of 3,100
new recruits will have joined the Company between 2007 and the end of 2003.

The evolutions of the tire market has led the Company to rethink the set-up of its sites in Poitiers and
Bourges. Given retirement and early retirement plans already decided upon, around 210 people will
be offered reintegration on other sites on a voluntary basis. There will be no layoffs.

* k ok
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Compagnie Financiere Michelin

At June 30, 2003, Compagnie Financiere Michelin (CFM) 's net sales were 7.47 billion euros, down 5.9%
compared to the prior year. At constant exchange rates, on the contrary, net sales are up 4.4% when stated
in Euros. Operating income is 552.9 million euros, which translates into a 7.4% operating margin. Because
Compagnie Générale des Etablissements Michelin has almost the same scope of sales as the Compagnie
Financiere Michelin, the qualitative comments made on net sales apply to the latter as well.

EE

A more detailed report on the first half accounts is available upon written request to the Investors Relations

Department, or on internet at the following address www.michelin.com, or by calling this Toll Free Number
0 800 000 222 (France).

The earnings presentation (in French and in English) that will be made in Paris on July 29, as well as the
conference call for the financial community (in English only) will be available on Michelin's web site from
July 30, 2003 8:00am. The institutional investors who have subscribed to the RAW Communications network,
will have access via this service to the English presentations.

Contacts

Investor relations Press

Eric Le Corre : + (33)1.45.66.10.04/ 4.73.32.77.92 Fabienne de Brébisson | + (33) 1.45.66.10.72
Laurent Cavard : +(33)4.73.32.18.02/ 1.45.66.16.15 +(33) 6.08.86.18.15

Individual shareholders retations

Jacques Thonier : + (33) 4.73.98.59.00

* % %

For more information, see the “investor relations” pages on www.michelin.com
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1. Change in net sales

1% half 2003 compared to 1" half 2002)

Net sales 2003 o A 1" half 2003/2002

s of Eures)” (in %)

Group —Taaez T5.0%

Passenger Car / Light Truck -11:37633.0 o -91%

Truck 190380 - T ; - 1.6%

Other businesses ot 2 T T - 55%

Inter-segment eliminations Rl L R R

Impact of the various effects on net sales

Variation of net sales compared 1" half 2003

to 2002

/ T half 2002

In 9% accrued

“(In’millions of Euros)

Total variation . -472.7 - 6.0%
Of which parities 1578301 0 - 10.0%
Volumes +1873 - +2.4%
Mix/price o 14370 +2.0%
Scope B 05 0.0%

Evolution of sales volumes
{(in %, 1*half 2003 / 1" half 2002)

»2.. Total sales Replacement Original Equipment

Group o+ 3.1% +3.4% +2.4%

(n tons’) o o S
Passenger Car / Light Truck +08% -5.2%

(in unis’) i

Truck S+ 4.3% +6.2% +0.3%

(in units") e s :

Other tire businesses (in tons) e L +1.1% +4.8%
Passenger Car / Light ‘ Total sales”” Replacement Replacement OE OE Market
Truck ' o Market

(in units) Tan

Total o o 12% i 4 08%. . NAL 7 582% . N/A
Europe’ L 4A.0% +3.8% +6.3% -16.8% -5.1%
North America’ T-24% ¢ -3.9% -3.1% +1.3% - 3.8%
Other geographical areas4 14 1% + 7.1% N/A + 30.6% N/A

" Safes of tires. Are not included sales of distribution, maps and guides, and suspension systems.

® number of new tires sold. These data do not include retread.

2 Western and Eastern Europe (excl. Community of Independent Sates)
*USA, Canada and Mexico

4 Asia, South America, Africa and Middie East
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Truck Replacement Replacement  Original Original
(in units) s Market Equipment  Equipment
Market
cTotal o, 0 i g o NA - -+03% . NA
Europe® +4.0% S1.2%° +3.3%
North America® +2.9% -36% +3.7%
Other geographical areas’ N/A +21.1% N/A
2. _Operating income by function
(In millions of Euros) U1 Half 2003 % 1% ha!f 2002 %
Net Sales 0..0..1,348.2 - 100.% 7 821.0 100%
Cost of goods sold i 5,142 5539.2 70,8%
Gross Margin ,205. 0.0 % 2281.8 29.2%
Selling, General and Administrative Expenses 1,627.6 22:1% 1712.2 21.9%
Operating Income 578.3 7.9% 569.6 7.3%
Net Income 165.5 2.3% 2541 3.2%
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Statement of income 06/30/3003, 06/30/2002 and 12/31/2002

In thousands of euros

| 1 Half 2002

2002
OPERATING REVENUE 8,025,611 16,111,155
Net sales 7,820,965 15,645,074
Reversal of allowances 11,592 10,982
Other operating revenues 193,054 455,099
OPERATING EXPENSES (7,456,027)  (14,885,956)
Purchases adjusted for inventory change 2,598,841 5,290,864
Payroll costs 2,680,602 5,152,143
Other operating expenses 1,575,746 3,255,493
Taxes other than on income 116,776 231,713
Depreciation and amortization 456,533 891,383
Charges to allowances and provisions 17,529 64,360
OPERATING INCOME 569,584 1,255,199
NET INTEREST EXPENSE {(123,026) (260,257)
OPERATING INCOME FROM ORDINARY ACTIVITIES o 484,225 446,558 964,942
NET NON-RECURRING EXPENSE ~(178,613) (10,529) 75,209
INCOME TAXES : *{120,0986) (161,130) (382,455)
NET INCOME OF FULLY CONSOLIDATED COMPANIES i '8>5,V5-‘¥'6 274,899 657,696
INCOME (LOSSES) FROM COMPANIES ACCOUNTED FOR (8,907 (5,492) (11,570)
BY THE EQUITY METHOD S
AMORTIZATION OF GOODWILL L115,108) ‘ (15,276) (31,641)
NET INCOME BEFORE MINORITY INTERESTS ++165,503- 254,131 614,485
Net income {57526 0 229,445 580,803
Minority interests 1.977 24,686 33,682
Basic earnings per share 1.70 4.28
Diluted earnings per share 1.70 4.28
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Consolidated statement of cash flows, at June 30, 2003

Michelin Group - in thousands of euros < FULL YEAR 17 HALF
2002 2002
ECASH FLOWS FROM OPERATIN ACTIVITIES
- Net income before n;monty interests 614,485 254,131
Adjustments to reconcile net income before minority interests to net
cash provided by operating activities:
- Depreciation 943,113 483,888
- Allowances, provisions and deferred taxes (256,956)  (89,243)
- Net gains on disposal of assets (69,130)  (10,463)
- Other (6,109 (1,983)
Cash Flow 1,225,403 636,331
- Change in inventories 142,632 {59,261
- Change in receivables (39,302) (89,051
- Change in payables 65,295  (45,204)
- Other changes in working capital 140,346 158,406
Net change in working capital 308,971 84,412
Net cash provided by operating activities 1,534,374 720,743
.CASH FLOWS FROM INVESTING: ACTIVITIES
- Additions to property, plant and equment and |ntangvble assets (966,959) (371,469)
- Additions to investments (348 633) (219,697) (115,546)
Total - (749,898) (1,186,656) (487,015)
- Proceeds from disposals of property, plant and equipment and , ,f 28, 810 157.470 22,040
intangible assets
- Proceeds from disposals of investments 51 385 158,005 102,636
Total -~ 81,198 315,475 124,676
Net investment for the period - (668 703) (871,181} (362,339}
Impact of changes in Group structure : 34 140 297
Net change in working capital (51 519) (26,140)  (58,654)
Net cash (used) provided by investing activities T (720, 188) (897,181) (420,696)
CASH FLOWS FROM FINANCING AQTIVflTIES;j '
Employee stockownérghib. ;‘).l.an o : ‘ 20,‘48\8; 27,389 27,032
- Costs related to the share exchange offer o -vO {-1,494) 0
- Dividends paid to parent company shareholders (130 692) (113,435) (113,435)
- Other dividends paid " 46079)  (54216)  (47,809)
Total : .(156,283) (141,756) (134,212)
Change in long and short term debt _293,25_3; (201,533) 612,079
Net change in working capital . (59,767): (5,845) (15,717)
Net cash (used) provided by financing activities - 17, 203 (349,134) 462,150
Effect of exchange rate changes on cash and cash equivalents . (32 494) (18,005) (15,113)
Change in cash and cash equivalents : _(150 064) 270,054 747,084
Cash and cash equivalents at beginning of period ‘j~1,209,068{ 939,014 939,014
Cash and cash equivalents at the period end 1,059,004 1,209,068 1,686,098
o/w - Cash 790,505 1,432,307
- Cash equivatents 418,563 253,791
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Koy figures
~ 17half 2003

Net sales
735 plillon aurse {-8.4%}

Sales volumes {in tonnes)
X 9%

Trusk ; +58%

Passenger Car { Light Treck ; +1.7%
Operating income

518 milon eures [#1.5%)
Operating margin

7.9%

Net income

VE&E mithon eursg [-35%)
8% of net sales

Ay U0, 2005

Faus 12

in.a still difficult environment;
-first half operating margin |
o oo isimproving

The analysis of the improvement of the operating
margin must take into account :

* The impact of the change in inventories between
H102 & H1 03 : +1,1 pt of margin,
which will be eliminated by the destocking planned
for the second half

* The increaso in the consumption cost of raw
materials purchased in USS$ in H2 02 :
a loss of over 2 points in margin...

* The substantial decline of the North Am. Passenger
Carilight Truck roplacoment market : - 3,1%

*» The contrasted situation of other markets
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Repiacement Europe +#3.8% <«
Replacement North America -3.9‘&3. <
Orlginad Equipment Europe -16‘8’:;, <
Criginail Equipment Nonth America *13% @
Replacemaont Asiy +134% >
Truck

Rapiacement Western Burops
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Original Equipment Europe 424 <
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Tire markets remain below their 2000 level
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- deterioration of consumer
confidence, especially between
March and May (war in lraq)

- substantial increase ingas prices
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below Q1 levels, it remains above
2002 averaye

- sales adversely impacted by
unfavorabie veather conditions

- impact of Firestone tire recalls on
SUY segment
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Markets are as contrasted ns In
other geographical areas:

Jupanese RT markets down, in Truek (+7.5%)

as well 5% in Pass Car 7 Light Trach [«4%)
Furthar strong growthin Chiness markets,

i Truck {+15% ) as well a8 In Pass, Carfl, Truck
Today, China is Michelin's largest
market in the area

Thailand offers o selid and growing
industrinl base

2003 new product launches
have beoon succosstul :

new Warrlor range in China
Kicheiin MXVE and Preceda In Asia

Qperating ;;mﬁmbilityv further improves

ity 48, 2R Pagei i

Continuation of the trend seen
in 2002

Continuing increase of natural
rubber in Sing$

Sharp hike in USS denominated
MONDIMSIS prices
{butadiene, styrene. ..}
= Increase in the cost ¢f
elastomers
{synthetic rubber)

Increase in carbon black prices
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Feolution of mi‘mg'ﬁf riatural and symthetl
rebber, i LSS, since Janusty 1980

1 1}85

Kty 55,5503

Eapr

increase

On-going increase in
natural rubber initinted
in Movember 2001

Primary causes of 2/3 of
Group rav matetials

Patural Rubber
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+13%, Jan, o June 03

Remingor:
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Oif {brent, USS)
+ 26%, H1 a3 H1 02
“§1%, Jan. to June 63

Butadigne {in USS):
+ 69%, M1 03/ M1 02
+ 11%, Jan. 1o June 03

Siyrens {in USH
+ 335, M1 83 H102
# 8%, Jan,to June 03

Carbon black

fin UBSUS qualityls
+ 27%,. ME 03I M1 02
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July 0%, 2003 Fays 12

Evolution of Group procurement ¢okis and of
censumpsion of raw mularials
ianee Javaary 2002, smpnthiy average in dolisia)

2002

féooz
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[ LT 70

PIPEFIFRPEF TIPS 7P 507
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Pogr 013

Niby 2, 2063

Substantial impact on Net Sales
{-10%)
Limited impact on operating margin
thanks to purchases

ussi€

35%

#M8 2001 ;W1 2062 . M1 200)
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Michelin registered further gains
from an ever richer product mix,
while RT sales grow faster in H1
than OE

B S b
20432
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;a1 2002, change in
is 'ack ‘to normal -
“geasonality..

Accruad changse In finished goods inventories
{irs tonries)

19485 2600 2001 - 2002 2003
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:
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© Pension funds continug to be
adequately funded with respect to
iocal segulations,
Contributions paidoutin H1: 690 €

£ Actual return on plan nssets bensfited
from goosd fimancial markets performancs
US +B8%: UK + 3%

£ Cash flow bargely covers payinents
relgted to non funded obligations
ipension benefits, heolthoare costs. ),

A1 110 13€. they are in #ine with Group
sxpectations

At June 30, 2003, Michelinis ina
sound position

Ay 26, 207 Pagr i 17
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Analysis of the elements impacting
operating margin

D mavgin ¥ 2502

Letys % n2apy

Watumwd sohd

> +0.6 pt

L ot wadch
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LY 859

Raw svataviis <2 0%

Lhangein mremierier

et gnannet <3.2%

e mungiin W1 3085
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Not Sales © 7,348 100) 7,821 100]  -6.1%

Operating income 578 7.9 570 7.30 +1.5%
higrest insome and B4 (5.3} (2% .81 +24%
EXpANEE i

Opsrsting woomes fiom 484 ZE aav a7 &%

orcdinary acthedios

tiat non-recuning income (113
Income tay {161

Net iIncome 254 3.3 ~35%
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H1 03 : profitability improvement of Pass. Car/
LT and Truck, despite currency fluctuations

#H12000 mHT 2001 HE12002 ~ H1 2003

Sl L, D03 Fage 20

EUESS
Ogeeating intome 3194 $8.7% -39
Qperasing margin 8.3% 0.4 1

49.4%

Higher European BT morket {sell-in eliect)
Further improverent of produst mix (RT &
DE}

Satisiying performance of Asla, 12covery In
Braxi

Down markets: RT in North Am. and OF [NA
& Europe)

Slgnificant intrease in1aw materiol prices

RO FL A 4 Poor Order Fili Rate” in Europe

R
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Aty T8, TU3

Operaiing income
Operatinug margin
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Bapar QBT mlx

Effloiant conirod over Industrisl costs
Horth Am. markets share still belpw 2840
jevel

Signlficant rise In row masterials

Heavy hmpact of currency fictuations

LEETET
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Yery substantial currency impact, especially
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ce sheet items -
ine 30,2003

B Financial net dabl (ME€)

“« Stockhokints’ squity

e
2 EBITODA f et deit
July 1%, 2003 Fagr 14

Gearing stabilized under 90%, well below
June 30, 2002 level of 102%

4,328 4,245

30/06:2002

4,502

I0/06(2003
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flow includes financial.
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- against 0n H1 02
June 30, 02 . June 30,03
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Our assumptions
at February 25, 2003
aro still valid

Untertain markels:
stable, but with a dowrsward rigk?

Higher raw motenials
consumgption costs,
softened by o weosker USS

Increase incenain costs:
transportation, energyinsurancs,
henefits

,é

impact of nine months consolidation of
Wiborg results
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. Which do not call into question the unrelenting
effort to improve Michelin’s « all terrain »
capabilities

iy 35, 3003 Fuape 123

toril (Poland)
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Stomil in Poland

1995 : acquizition of 54.2% of the cquity of

Stomi-Olztyn

« Stake ralsed to 71% the following years

« ichetin owns $9.5Y alter 2 successive dids
{2003}

+ Delisting under consideration by end 2003

» Cost of the sharos bought In 2003 1 88 MeJ
goodwill ol 43 ME (amortized over 20 years)

2003 1 todoy, Stemil is Michelin's primsory
industrial base in Eastern Europe
Sanufactures agricuturd, PCOILT, truck Yires
Fully integrated and up to the Group's standards.
{quality, human resources etc...}

sManutsetures all Group brands,

mosthy for Europe and North Americs

More than 220 ME Invésted in the plant since

it o acquired

Mty 8, G P 02

= Michelin has a strategic interest in owning a tire
distribution business

in the field of industrinl products, where Michelin is able
to provide complete solutions to meet customers’
expectations (PSE product, service, information)

in pass. car/ light truck, with an extensive coverage of
Europe and with its service offering targeted at cor leasing
companies. '

< 4w the past yvears, Michelin acquired several networks
Forming of the Euromaster notwork in Europo

{sinceo the 80's)
TCI in the US {1599)

Ady TR 6T Pame i3t
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4. Viborg is an interesting distribution tool
in passenger car/ light truck as well as in truck

2. Viborg improves Euromaster’s European coverage,
especially in Germany
The synergies with the Euromaster network will make it
possible for the Group's European distribution activities to
reach an operating margin consistent with the level of
fixed assets.

Major strategic interest

Ny IE 363 Fow i 3R

Strong geographical complementarity between Euromaster
and Vibory, espocially In Germany

Gesminy reptesents &

25% of RT PUATY Buropsan st ket
. 30% ol VT Europenn mafket

5O of winter Burepenn murkel
21% of AT T Buropean market

Tie speclifte = 75 of POILT tire
disuibytion 150% of Surepenn
PRI

3’*"*‘? Shwekd  mE ey

{renloe mowee

ey sy ot

Michetin pootly represented al Tire
Speckialists in Germany

Average Group market share in
Germuny < to it8 average in Burope

$mG L Ahoh Ty

Viborg, only intagrated netwiork In a world e
of partnerships among independeny tirms
Ny AGE Polyiay
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Acguisition status report

at June 30, 2003

4. Sharp detoriation in Viborg's activity
inH202 and in Q1 03
»Weak Germvan matkel, sspecially b « sell-out »
»Numerous opetational ineflicientles
=002 et seben t -12% 12001 O net sales TU0E ;-
Ogefa’;mg Insome <8, inan envlronment marked by low profltabtlity
iy the disdribution sector in Gennany

2. Preliminary ashmaia for enterprise value: 440 M €

3. Significont Impact on the 2003 nccounts:
Soodwill amomization could bs inthe order of 308 13 {pecording to
Mmﬂalm s constant principles of censolidotien fornon industial aotiviting,
geodwitl Is tully smortized inthe liscal year whee e GW is determined)

+ aporating oss
4. An ambitious plan to merge Viborg into
tho Euromaster notwork

Aty 28 A0 a3

: Emﬁsﬁn nniwork

Rofocusing Viborg on its core business
Full integration in Edromaster’'s network with a singlo
management
- Vigorg & Euromaster's domesic adiminisirative teams 1o te mergsd
&l poinits of ta 10 te uralied urvdsr the Buromaster lag
< creation of @ Gennany 7 4 Sustns dhvision, under the 1 FRSEONSE 1l Iw of a
Garman distin tmm gupent
Exploitation of the syﬁergms betweon both networks
2 vy, s ;

lmmvemént of manag»amunt of the fixed and current

assots
»r2d) estats inventivies, acooint recsivables anvd payablss

My 2320 Pape b
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LI

From 2005 on

-Wibarg in tne with Euremastar's
stanclards

- pSinVE ooerating margin of the Smup's

Europsan cishiibution agiittdes

The scguisition of Viborg providues
Michelin with o competitive
advantago through o Jending
distribution notweik In toerms of
product and service offering and in
rorms of economic performance

!(,J f el o h LT

oty I, B3 Fags 25

*Wheel business:

- transter of the manutacturing
to the French and German
facilities

- gradual discontinuation of the
Aranda plant by 2005

sfAgricultural tires:
~ discontinuation of certain
product manufacturing

Productivity & synergies
etforts

*2003.05 cost:
140 M€ befors tax

Ml I3 Payi T

5%
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Comments on the consolidated
financial statements

Consolidated statement of income

In thousands of eurus st Half:2003° © 1st half 2002 2002
OPERATING REVENUE 8,025,611 16,111,155
Net sales 7,820,965 15,645,074
Reversals of allowances 11,592 10,982
Other operating revenues 183,054 455,099

OPERATING EXPENSES (7,456,027) (14,885,956)
Purchases used in production 2,598,841 5,290,864
Payroll costs 2,690,602 5,152.143
Other operating expenses 1,575.746 3,255,493
Taxes other than on income 116,776 231,713
Depreciation and amortization 456,533 891,383
Charges to allowances and provisions 17.529 64.360
OPERATING INCOME 569,584 1,225,199
NET INTEREST INCOME (EXPENSE) (123,026) (260,257}
OPERATING INCOME FROM

ORDINARY ACTIVITIES 446,558 964,942
NET NON-RECURRING INCOME

AND EXPENSE (10,529) 75,209
INCOME TAXES (161,130) (382.455)
NET INCOME OF FULLY-CONSOLIDATED

COMPANIES 274,899 657,696
INCOME (LOSSES) FROM COMPANIES

ACCOUNTED FOR BY THE EQUITY METHOD: (5.492) (11,570)
AMORTIZATION OF GOODWILL (15,276) (31,,641)
NET INCOME BEFORE

MINORITY INTERESTS 254,131 614,485
Net income 229,445 580,803
Minority interests 24.686 33,682
Basic earnings per share (in euros) ar . 4.28
Diluted earnings per share (in euros) W 1.70 4.28
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1 - that is 10 say in number of
new tires

2 - OF = sales to car manufac-
turers

3 - Western and Eastern
Europe {excluding Community
of Independant States)

4 - United States + Canada -+
Mexico

5 - Refers 1o new replacement
tires. Theses arnounts do net
include retread sales.

6 - Western European market
7 - OF market - tracior seg:
ment

Tire markets
in the i** half 2003

Passenger Car/light Truck Replacement Original Equipment

) Market Market?
e RN LL.ND
+6,3% -51%
North America’ -3,1% -3.8%
Truck Replacement Original Equipment
(in units®) Market Market
Toral = : COUND e T I N
Europe +4,0 %° +3,3 %'
North America* + 2,9 % +3,7%

In Europe

The Passenger Car and Light Truck tire replacement market is up 6% in the first six
months of the year with a 10.5% growth over the first quarter and a return to more usual
market growth rates during the second quarter. This progress of the ‘sell in" market, at the
beginning of the year, is mainly explained by the promotional sales launched by certain com-
petitors. The ‘sell-out’ market remains below the evolutions noted on the ‘sell-in’ market. The
long-term trend towards an enrichment of the product mix is unchanged.

The Passenger Car and Light Truck Original Equipment market is down 5.1% cormpa-
red to the first half 2002. Following a first quarter 2003 that had maintained its level of 2002,
the second quarter posted a 11.1% decrease in the production plans of European car manu-
facturers thus in line with a decline of vehicle ownership registrations in the different
European countries since the beginning of the year. This phenomenon was further accen-
tuated by strikes that affected German OEMs in June.

In Truck replacement, the ‘sell-out’ market was put at a disadvantage by the weakness of
the European economic growth —especially in Germany- and the difficulties encountered by
transportation companies. According to the country, the market is stable at best, or posts a
downward trend over the entire semester. On the other hand, in line with the trend noted
during the first quarter, the Western European * sell-in * market is up 4% over the semester.
This significant improvement, which is particularly strong in Spain and in Italy, should
however be compared to the fact that the market had dropped by about 3,5% in the corres-
ponding period in 2002. The evolution of the purchases of distributors can be split between
inventories being rebuilt at tire dealers, the processing of 2002 back-orders, and anticipated
purchases made before the price increases anncunced by Michelin and other tire manufac-
turers at the end of the first quarter were applied. This latter factor contributed to the increa-
se of the ‘sell-in’ market. The retread market is down under the joint pressure —especially for
small players in this market- of growing competition of new 'budget’ truck tires and of stric-
ter European regulations




Consolidated earnings for the i** half 2003 July 29, 2003

| - Power unit segment = 2/3
of the European OE truck
market.

2 - Trailer segment : = 1/3 of
the European OE truck
rnarket.

The Truck Original Equipment market remained globally stable throughout the semester
with mixed evolutions according to market segments :

1. The power unit segment showed a 3.3% increase compared to the 7.7% decline posted
during the same period in 2002.

2. The trailer segment however is significantly down with a drop estimated at 7% due to
financial difficuities experienced by several European trailer manufacturers, especially
French ones.

In North America

The Passenger Car and Light Truck tire Replacement market is down 3.1% over the first
6 months of the year. This deterioration can be explained by the fact that, given the general
economic environment in North America, consumers are refraining from buying. The high
price of fuel during the first quarter also explains the falloff. The impact of the second
Firestone recall on the first two months of 2002 both in terms of a basis for unfavorable com-
parisons over the first quarter 2003 and of early replacement of non-used tires also represent
significant factors contributing to this deterioration. On the other hand. the second quarter
posted some indications of market recovery, especially in June when the market showed a
4.5% growth compared to the same month in 2002. However, this good performance can
mostly be explained by exceptional factors such as ‘sell-in’ operations carried out by some

manufacturers and the existence of one more selling day compared to the same period in
2002,

Consumer confidence index - USA US Retail Gasoline Price
1985 : indice 100 - Doliars per Gallon
The Conference Board (TCB)
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The market's product / mix continued to grow richer in the first half of 2003: the high per-
formance segment is up; the SUV segment, following the decline noted during the first quar-
ter, is posting a positive growth during the second quarter in line with the markets heavy
trends. while there is no change in trend in the Mass market segment which has been conti-
nuously falling for several years now.

"Flag’ brands market shares are stabilized at a historically high level, 58%, which was the ave-
rage level in 2002. Within the ‘flag’ brand segment however, a contextual slowing-down of the
‘premium’ brand market share is noticeable in favor of ‘value' brands. Faced with the emer-
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gency situation and with the preoccupation brought about by the August 2000 Firestone tire
recall, consumers who did not usually buy these brands. have looked for re-assurance and
purchased ‘flag’ branded tires, especially ‘premium’ brands. As expected, some of these cus-
tomers are now progressively returning back to their former purchasing patterns, this phe-
nomenon being temporarily further accentuated by consumers’ increased sensitivity to
prices in view of the current difficulties encountered by the American economy.

Monthly market share of 'flag’ brands (trend curve) 2000 - May 2003

62 %t
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On the Passenger Car and Light Truck Original Equipment market, as in Europe, the
production cuts applied by car manufacturers during the second quarter have caused a 3.8%
drop of the market over the entire semester following a dynamic first quarter 2003. As is the
case in replacement, the growth rate of the SUV and High Performance segments continues
to be higher than that of the market,

In Truck, despite the absence of a clear economic recovery, the replacement ‘sell-in’ mar-
ket posts a 2.9% growth compared to the same period in 2002. However, the truck tire market
(new tires) remains 6% below its level of the first half 2000. Concerning the retread activity,
the market is down approximately 19 during the first half 2003 compared 1o its 2002 level.

The economic context remains difficult for transportation professionals with poor growth in
tonnage carried and operating costs that remain high.

The price of fuel posted a substantial increase during the first quarter and although they have
settled back to a level below that of the second quarter, they remain above their average level
of 2002. This increase has especially penalized small transportation companies and owner
operators that are unable to pass on these cost increases to their customers.

Three-Month Centered Moving Average

of the Adjusted Truck tonnage index US Retail Diesel Price

in the US (1993 = 100) Doilars per Gallion

Source : American Trucking Association
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In Original Equipment, the market is up 3.7% compared to the first half 2002 although
it remains 40% below its level of 2000. This relative progress can be explained by the close
to 60% recovery rate of the trailer market that had massively dwindled over the last few
years while the more technical segments of the market — the ‘class 8" and ‘classes 5 10 7'
power units- are down respectively 8 and 5%.

In South America

The economic climate in the Spanish speaking countries remains difficult although there
is evidence of a slight improvement in the Argentinean economy. In Brazil. during the first
half, the replacement market showed a slight decline whereas the original market grew
over the period, following the production transfers carried out by sorne OEMs in order to
take advantage of the weakness of the Brazilian real.

In Asia

In China, which is the third largest market by size, behind Japan and South Korea, the swift
development of the Passenger Car and Light Truck tire markets posted over the past seve-
ral years continued during the first half. In this same country, the truck tire market, which
alone represents 20% of worldwide market, continues to grow in radial at a sustained pace
although the SARS epidemic (severe acute respiratory syndrome) may have caused a tem-
porary variation of its growth rate.

The Japanese Passenger Car/ Light Truck and Truck tire Replacement markets continue
to be stagnating due to the general sluggishness of the economy. On the other hand, the
Passenger Car and Light Truck Original Equipment market in Japan is evermore expan-
ding due to exports that remain dynamic.

In the Middle-East and African region

During the first half 2003, the context was particularly uncertain throughout the zone.
Western Africa was confronted with several crises, of either an economic or a political
nature: groundnut crisis in Senegal, political crisis in the Ivory Coast and elections in
Nigeria. In the meantime, the American intervention in Iraq affected all the countries in
the Middle-East causing a drop in the tourism sector and weakening local currencies {par-
ticularly Turkey)
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As a whole, the
Passenger Car Light
Truck (PC/LT) and Truck
(T) Tire markets remain
stable, at levels below

those experienced in
2000 :

(% change,

H1 03/ H1 00)
TRTEUR:-0.7%
T OE EUR :-9.9%
TRTNA:-7.5%
T OE NA :-40.8%

PC/LT RT EUR : +8.8%
PC/LT OE EUR :-4.6%
PC/LT RT NA ;-6.8%

PCAT OENA :-11.1%

Evolution of Passenger Car and Truck tire markets
in Europe and North America during the first 6 months
of the year over the period 2000 -2003
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STRONG IMPACT
OF EXCHANGE
RATES

Excluding currency
effects, Michelin's net
sales were up 4.4% in
the first 6 months of
2003

Net sales

Consolidated Net sales for the 6 months period totaled 7,348 million Euros, a -6% drop com-
pared to the previous year.

Analysis of impact on net sales

+120% -
H1
4]
+7.0% 4 2001
=® .H1
= 2002
+2,0 % - -
= 2 — ® ~H1
-30 % = = = % S 2003
Vm«) = + + < +
-8,0 % i
-13.0% 4
Tota! Currencies  Volumes Prices/mix Scope

Sales in volumes. expressed in tons, are up 3.19% over the first half. Net sales, excluding
impact of currency variations, are up 4.4% posting, however, a substantial -6.0% drop at
current exchange rates.

= A -10% negative impact linked to exchange rate variations. As it had already been
noted over the last months of 2002, this impact arises mainly from the fall in value of
North and South American currencies and of the British pound.

=> A 2.4% positive impact linked to an increase in sales volumes. This trend is more the
effect of inventories being rebuilt at distributors, especially in Europe, than of an actual
increase in end-user demand.

=> A 2% positive price/mix, at constant exchange rates. This progress can be explained
by the continuous improvement of the product-mix, the price increases put through in
2002 and 2003 and by a favorable market mix, Original Equipment sales posting a slo-
wer progress than Replacement sales.

> Finally, there was no scope effect as there was no change in the Group's consolidated
scope compared to the first half 2002. The acquisition of the Viborg tire distribution acti-
vities in Europe was definitely signed on March 31. These activities will be consolidated
as of April 1, and will appear in the consolidated accounts during the second half, follo-
wing the due diligence currently being finalized.

Quarter on quarter changes
Changes in net sales (in millions of euros) compared with 2002

A A A A
4Q12003/ Q12003/ Q22003/ Q22003/
Q12002 Q12002 Q22002 Q22002
(in M€) (in %) (in M€) (in %)
(1879) o (8. (1.2%)
(384.2) .0 %) .9 (10.0 %)
+ 1494 + 4.3% + 17.8 + 0.5%
+ 47.1 + 1.3% + 96.0 “+ 2.7%
0.0 0.0% 0.0 0.0%

Net Sales

Sales Volumes
Price/Mix
Change in group structure
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Net sales evolution by business segment

Inter-segment eliminations, which primarily concern sales generated by the Group's distri-
bution networks in Truck and Passenger Car-Light Truck tires, are shown separately.

Change in net sales (in millions of euros)

Net sales

A A

4 Q12003 Q12003/ Q22003 Q2 2003/
2. (inM€) Q12002 (in M€) Q2 2002
T (in %) (in %)
4,9 %) -3,693.5 (7,2 %)
(7.4%) " T800.9 (107 %)
913.7 (0.9 %) 989.8 (2.2 %)
1,088.4 (5.4 %) 1.088.9 (5.6 %)

Other activities
Inter segment

eliminations (179.5) (186.1)
Evolution of sales volumes
H1 2003 / H1 2002 (change in %)
Total sales Replacement Original Equipment!
Groupi(in tormagety ol e 3% O 3% . LA
Passenger car/light truck o o N
(in units?) (1.2 %) + 0.8% (5.2 %)
| - Original equipment : sales Truck
;O-I;;gulg'agﬂ?ﬁ:cludcs tire (m UmLSJ) + 4.3% + 6.2% +0.3%
product sales. Tt does ot Other activities
include revenues from dis- Gn [Onnage) + 2.2% +1.19% + 4.8%
tribution activities, maps -
and guides, nor suspension . X
j gsemsales Evolution of sales volumes
3 - number of new tires .
Q2 2003 / Q2 2002 (change in %)
Total sales Replacement Original Equipment’
Croup (in tonnage) . o7 ¥ 12% 50 +.3.3% (3.0 %)
Passenger car/light truck
(in units) (0.3 %) (8.9 %)
Truck
(in units} + 5.9% (5.7 %)
Other activities
(in tonnage) + 0.7% + 1.1% (0.2%)
Reminder: Evolution of sales volumes
Q1 2003 /Q1 2002 (change in %)
Total sales Replacement Original Equipment’
Grotip (in tonnage?) i =04 05.19% 00 Tl e+ 3.5% _+8.3%
Passenger car/light truck
(in units) + 0.8% + 1.9% (1.4 %)
Truck
(in units) + 6.7% + 6.5% + 7.1%
Other activities
(in tonnage) + 37% + 1.0% + 10.2%
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STRONG IMPACT
OF CURRENCIES

Excluding exchange
rate variances,
Passenger Car/Light
Truck net sales are up
2.3% on the 1st half of
2003.

I - Refers to new replacement
tires. These armounts do not
include retread sales.

2 - Western and Eastern exclu-
ding CIS

3 - USA, Mexico and Canada

Comments on net sales by business
segment

Passenger Car / Light Truck

Net sales of the Passenger Car/Light Truck activity are down by 9.1% over the first half.
The Passenger Car/Light Truck activity was faced with a slowing down North American
replacement market and original equipment markets which were down as well. Excluding
the impact of currency fluctuations, Net Sales of this activity are up 2.3%% over the first
half 2003.

Changes in Passenger Car / Light Truck sales volumes
(1st semester 2003 / 1st semester 2002)

(in number Total Replace- Replacement  Original Original

of tires) sales ment' Market Equipment Egquipment
Market

Total - i (1:2.9%) .. 08% Lo ND 24(5.29%) T ND

Europe? (4.0 %) + 3.8% + 5.3% (16.8 %) (5.1 %)

North America® (2.4 %) 3.9%) (3.1 %) + 1.3% (3.8 %)

Other geographical

areas +14.1% +7.1% ND + 30.6% ND

Changes in Passenger Car / Light Truck sales volumes

(2nd quarter 2003 / 2nd quarter 2002)

(in number Total Replace- Replacement  Original Original

of tires) sales ment' Market Equipment Equipment
Market

Jotal ot L (0:3:9%) ND . - (8.9 %) ND .

Europe (1.0 %) + 1.7% (17.5 %) (111 %)

North America (2.0 %) 0.9 %) 8.1 %) 9.2 %)

Other geographical

areas +12.3% +8.4% ND + 20.9% ND

Reminder: Evolution of Passenger Car / Light Truck sales volumes
(1st quarter 2003 / 1st quarter 2002)

(in number Total Replace- Replacement  Original Original
of tires) sales ment' Market Equipment Equipment
Market
Total . o +08%. +19% . . ND.__ _(14% __ ND
Europe (0.7 %) + 8.3% Fi05% (1 %) T+ 02%
North America (1.5 9%) (6.0 %) (5.4 %) +9.2% + 2.4%
Other geographical
areas + 16.2% +5.7% ND + 42.5% ND
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New Pitot Alpin
‘Mastering winter’
Available in Europe
since May 1, 2003 in
H andV speed ratings,
this high performance
tire distinguishes itself
by its flexibility in winter
conditions : -
-Exceptional braking on
the most slippery
grounds (black ice or
wet)

-Exceptional grip on

snow

-Excellent road holding
on dry surfaces, which
is a key feature of the
Pilot range

In replacement,

In Europe

the increase in sales volumes (+3.8% over the first half) is slightly lower than that of the
market, the increase of which can be for the most part attributed to certain promotional
campaigns by competitors. In Western Europe, the Group also sustained the impact of
Viberg's internal difficulties that existed prior to its acquisition by the Group. Viborg expe-
rienced a substantial decline of its sales over the first quarter. As Michelin's share of
account with this distribution network is above that of its average market share in the
countries where Viborg operates, this decline affected Group sales, especially in Germany.

Moreover, in Eastern Eurcpe, the Group resolved to favor a steady cash-in in euros by
increasing prices in order to compensate for the depreciation of local currencies (Polish
zloty, Hungarian forint...) compared to the euro. In line with the trend recorded for the
past several years, the Group's product and category mix improved further, with, in parti-
cular, a substantial increase in VZ and in 4x4 tire sales.

In North America,

Net sales are down 3.9% compared 10 the same period in 2002 causing a slight decrease of
the Group market share over the semester. Two major factors closely related to the various
Firestone recalls explain this phenomenon. Firstly, in January and in February 2002, the
very sharp hike in SUV tire sales generated by the second Firestone recall (Ford's Customer
Satisfaction Programme), as Michelin contributed to replacing more than 30% of the recal-
led tires. The second factor is the expected consolidation of the ‘premium’ brand segment
market share in which Michelin a large part of its sales.

In South America,

Group performances are benefiting from the markets’ slight recovery in Brazil but continue
to suffer from difficulties in the Spanish-speaking countries. As had been the case in 2002,
the numerous price increases in local currency have helped limit the net sales decline.

In Asia,

The Group is maintaining its focused growth policy by putting particular emphasis on
high added value segments. In Japan, the implementation of the focused growth policy
on the replacement market is now completed and is bearing its first fruit. In China, over
the first half, Group sales progress continued to be greater than the market's both in
Michelin brand and in Warrior brand. The modernization of the Shanghai Michelin
Warrior's product offer was marked in the first half with the launch of the new range of
Warrior products (Warrior R28).

Over the entire Asian zone, the deployment of the BF Goodrich brand is successful and
Michelin is asserting itself as the leader in the top-of-the range segment.

In the Africa Middle-East zone
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Group sales are up thanks to the good commercial performances in the Persian Gulf and
in Turkey, where Michelin is now a key player on the market.

In original equipment,

in Europe, beyond the 5.1% decline of the market posted during the first half, the effort
to seek a better balance between original equipment and replacement sales and the impro-
vement in the quality of the mix, the non-renewal, from August 2002, of the delivery
contract with General Motors Europe, has also contributed, and in a sizeable manner, to the
16.8% drop in sales volumes in the first half. This decline, is consistent with Group expec-
tations. The product/category mix got richer in the first half, to the benefit of the premium
segments (VZ, 4x4).

In North America, in a dwindling market, Michelin wok further advantage of the market
developments and improved its mix again. As evidenced in 2002, Group sales grew much
faster than the market did while pursuing the improvement of its category mix with a gain
in market share on the high performance and SUV segments.

On the Asian Original Equipment market, the Group's market share continues to grow
with the Japanese OEMs. In China, the Group is put at an advantage by the substantial
increase in sales of vehicles and the notable progress of its markets shares.
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Substantial impact
of currency
variations.

Excluding exchange
rate variations, Truck
net sales are up 10.5%
in the first half 2003

1 New replacement tires. These
figures do not include
retreads.

2 Western and Eastern Europe.
exciuding CIS (Community of
Independent States)

3 Wesiern European market

4 Original Equipment market -
power units segment

5 United States + Mexico +
Canada

Truck

Net sales were down 1.6% over the sernester. This slight decline is due to a highly unfavo-
rable currency impact. Excluding this effect, the increase in sales volumes (+4.3% in num-
ber of new tires) together with higher unit prices generated more than 10.5% growth of Net
Sales in this activity.

Change in sales volumes Truck
(1st semester 2003 / 1st semester 2002)

(in number Total Replace- Replacement  Original Original

of tircs) sales ment' Market Equipment Equipment
Market

dotals s A3 G 6.2 bt NDge i o £ 0.3% 0 < ND e

Europe? +52% + 103 %° +40% (1.2 %) +3.3%

North America’ + 3.7 % + 80% +2.9% (3.6 %) + 3.7%

Other geographical

areas +34% +1.3% ND +21.1% ND

Change in sales volumes Truck

(2nd quarter 2003 / (2nd quarter 2002)

(in number Total Replace- Replacement  Original Original

of tires) sales ment’ Market Equipment Equipment
Market

Totalz 2.1 CUFE09 T ND . (5.79%) ND ..

Europe? + 3.6% + 11.0 % + 2.7%° (6.4 %) (1.6 %"

North America® (0.6 %) +56% +52 % (10.9 %) (3.4 %)

Other geographical

areas +30% +1.4% ND + 15.1% ND

Reminder - Evolution of Truck sales volumes

(1st quarter 2003 / 1st quarter 2002)

(in number Total Replace- Replacement  Original Original

of tires) sales ment’ Market Equipment Equipment
Market

Total . TS 67% . .+ 6% . ND - +71%  ND__

Europe® + 7.1% + 9.4% + 6.0%° + 4.3% + 8.6%*

North America® + 9.0% + 10.9% + 0.0% + 5.7% + 13.0%

Other geographical

areas -+ 4.0% +1.2% ND + 28.2% ND

NB : A change took place in the Truck tire original equipment market performance computation
for the Western European power units segment. It now reads up 8.6%’. instead of ‘up 12.3%’, in
Q1 2003, when compared to Q1 2002.
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In replacement,

in Europe, Group sales of truck new tires continue to grow faster than the market. This
growth in sales can be mostly explained by contextual reasons such as the delivery in
2003 of orders than had been made in 2002 but could not be delivered because the pro-
ducts were not available at the time (back-orders’). Furthermore price increases of about
3 % announced by the Group at the end of the second guarter caused a surge of advan-
ced purchases by distributors. This progress can also be explained by the successful part-
nerships set up by the Group with distribution and with major European fleets through
Michelin Fleet Solutions. As far as retread is concerned, in a dwindling market, Michelin
Group market share is up.

In North America, in a difficult macro-economic environment, replacement sales for
the Group are up 8%. It should be noted that the sales volumes and the Group's market
share still remain below those of 2000.

In South America, Group sales in truck tire are growing in Brazil, in a market down by
4.5% compared to the same period in 2002. Price increases put through in 2002 and early
2003 are sticking.

After two years of commercial success in the US, the X-one sales coninue 10 grow rapidly

In Asia, during the first half, Michelin's sales in radial tires continued to grow especially
in China, in line with the performances recorded in 2001 and 2002. Despite a temporary
slowing-down of sales in bus tires, it should be mentioned that the SARS epidemic did
not have a significant impact on this strong growth dynamic.

In the Africa Middle-East zone, sales volumes are up during the first half 2003.
Michelin took full advantage of the restart of its factory in Algeria thus increasing its
penetraton in North Africa both in truck tres and in passenger car/light truck. Volumes
are also moving along positively in the Middle-East and in South Africa where the Group
is taking advantage of the recovery of the South-African rand.
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In Original Equipment,

In Europe, during the first half, Michelin made occasional switches in order to free some
capacities on the power unit segment to better respond to the demands of the replacement
market. Furthermore, concerning the trailer segment, Group sales were in line with the
downturn experienced by the entire segment of the market. Both these factors explain that

the Group sales in original Equipment are growing at a pace slower than that of the power
unit market.

In North America, the Group's global market share is slightly down. This slowdown can
be explained by an unfavorable mix effect for the Group within the market. Indeed, the
market growth is pulled by the substantial growth of the trailer segment where the Group's
presence is not as strong as on the more technical power unit segment.

To understand better

Anti-splash at the service of road safety in Europe

The anti-spiash deflector, integrated on the new XFA 2 Energy truck tire, is a patented device.
It is a circular piece of rubber placed at the junction of the tread and sidewall allowing to redu-
ce by four the height of water projections produced by truck tires on wet roads. This offers two
major advantages: improved visibility for motorists overtaking or passing a truck in rainy wea-
ther conditions and improved vision out of the rear-view mirror for the truck driver.
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Other businesses

At 2.2 billion euros, the other businesses’ net sales are down 5.5% compared to the first half
2002. The depreciation of the US dollar by more than 18% compared t the euro is sub-
stantially affecting the dollar denominated net saies of this segment: this concerns the
conversion of TCI sales ; of Earthmover sales - mostly denominated in US dollars - and
Aircraft, where the US dollar is the currency of reference for most commercial transac-
tions.

Tire distribution networks

Excluding the effects of currency fluctuations,
Net Sales for TCI over the first half 2003 are up

) Tire centers, a tire distribution netwaork,
around 2% despite an unfavorable base effect due has 146 outlets in the US

to Ford's Firestone recall and to the economic uncertainties that characterized the period
preceding the American intervention in Iraq.

Euromaster experienced dull ‘sell-out’ markets in Europe, in Passenger Car and Light Truck
as well as in Truck. Moreover. as 1/3 of Euromaster’s business is carried out in the United
Kingdom, its Net sales are therefore affected by a decline of the British pound compared
to the euro. Under such circumstances, Euromaster’s total net sales are slightly down com-
pared to the first six months of 2002,

Due to its exposure to the sluggish German ‘sell-out’ market and to internal dysfunctions
that existed prior to its acquisition by Michelin, Viborg, -that will be consclidated in the
Group's accounts during the second half-, also saw its sales volumes and Net Sales decline.

To complement Euromaster’s coverage of Europe, Michelin acquired, on
March 31, 2003, Group Viborg's tire distribution activities

Michelin has a strategic interest in owning a tire distribution business. This interest applies both to the
field of industrial products {truck tires, earthmover tires) where it aims at offering complete product/ser-
vice solutions to meet customers’ expectations, and in passenger car/light truck, through an extended
European coverage by Euromaster and a complete service offer to car leasing companies.

In the course of the past few years, Michelin has indeed acquired several tire distribution networks:
Euromaster, established in the early 80, and Tire Centers LLC (also known as TCl) in the United States
in 1999,

The acquisition of Danish Group Viborg’s European tire distribution activities is consistent with this
approach and is of strategic importance to Michelin. It complements and strengthens Euromaster's cove-
rage of Europe and improves the quality of the service to customers. It also makes it possible to take
advantage of cost synergies and to improve Michelin's presence in Germany.

As a matter of fact, the German market alone accounts for 25% of the European market for passen-
ger car/ light truck replacement tires — of which more than 30% of the high performance and 50% of
the winter tire segments ~ and for more than 20% of the truck replacement tire market. It is not only
the largest market in Europe by size, but also a country where tire specialists play a key role in anima-
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ting the market: they generate about three quar-
ters of the passenger car/ light truck tire distribu-
tion, against only one half at the European fevel,
Michelin has a limited presence in this distribution
channel in Germany, which has resulted in penali-
zing its development in this market: the Group’s
average replacement market share is significantly
below its average European replacement market
share, in passenger carflight truck as well as in
truck. Being the only fully integrated network, within
a market dominated by alliances among indepen-
dent players, Viborg's 310 points of sales therefore
represent a strategic opportunity to broaden
Euromaster's currently modest presence there.

Viborg' tire distribution network comple-
ments Euromaster’s

Following its announcement, mid-December 2002,
this acquisition was authorized by the European
Commission, DG competition, in March and the
final signing took place on March 31, 2003. Since April 1, an in-depth post-acquisition due diiigence is
being carried out. Athough it is not completed yet, its preliminary findings show that this distribution
group’s financial situation has sharply deteriorated during the second haif of 2002 and the first quar-
ter of 2003. This is particularly true in Germany, within a soft 'sell-out’ market. Furthermore, numerous
operational inefficiencies and dysfunctions have been identified, As a consequence, whereas operating
income was positive in 2007, it turned negative in 2002, within an environment marked by low profita-
bility in the distribution sector as a whole, in Germany, In addition, based on preliminary data, the enter-
prise value can be temporarily estimated at 440 million euros.

This situation makes it necessary to take restructuring measures. It should lead Michelin to record a
300 million euros goodwill for the full year 2003, of which some 90 million euros correspond to the resi-
dual goodwill in Viborg's accounts linked to the acquisition of various participations, such as the German
networks of Stinnes and Gummi+Meyer in 1999. Micheiin’s accounting policy is to fully amortize in one
go, in the fiscal year when it is determined, the goodwill for activities which are not of an industrial natu-
re. This rule wilt apply to the acquisition of the Viborg Group, as it did apply, back in 1998, to the acqui-
sition of TCl in the United States. Together with the consequences of the consolidation of Viborg's nega-
tive results over nine months, it will weigh heavily on Michelin's 2003 net income.

An ambitious merger plan within the Euromaster network has been decided. It calls for:

- refocusing Viborg on its core business;

- full integration of Viborg in Euromaster’s network, with a single management. This will lead to the crea-
tion of a network of 1,900 points of sales, of which 350 in Germany, that will cover the whole of Europe
and will generate total net sales in the region of 1.9 billion euros;

- exploit synergies between both networks, in areas such as procurement, logistics or administration;

- improve the management of fixed and current assets.

The implementation of some of these measures started in April and is encouraging. They will make it
possible to achieve the targeted goal: to improve, by 2005, the profitability of the Group's distribution
activities.
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Other Tire activities

In Earthmover tires, although levels are posting a historic low, the replacement and ori-
ginal equipment markets have stabilized or, for some of them, have even posted a slight
recovery thanks to the relative turn around of the price of copper and to the decrease of
worldwide raw materials inventories. In this environment, -which remains not very
buoyant- the sales volumes of the earthmover activity continue however to increase thanks
to its innovation policy in terms of products and services, However this activity is put at a
significant disadvantage by the weakness of the US dollar —~which is the reference curren-
cy for the mining industry-, compared to the euro.

In Europe, the agricultural replacement market is down in a globally uncertain context
linked to the reform of the CAP (Common Agricultural Policy) , 1o the exceptionally warm
weather conditions during the spring and to the difficulties encountered by the agricultu-
ral sector in Eastern Europe, As far as the North American replacement market is concer-
ned, it has managed to maintain its level of 2002. In North America as in Europe, the Group
maintains or increases its market share in ‘premium’ products. In 2003, the European and
North American Original Equipment markets maintained sustained levels. Thanks to a
range of innovative products and to the quality of the relationships with OEMs, Michelin
was able to improve its positions on these markets.

The situation of the Two wheel activities was mixed. The motor-
bike markets were globally buoyant over the first half while the
bike markets were generally sluggish. Over the entire first half, the
Two-Wheel activity was substantially penalized by pressures with
respect 1o supplying especially in motorbike. The activity was only
partly able to meet the increasing demand for its products, which
are tremendously successful both with user customers and the
European specialized press:

When it comes to aircraft tires, the general context of air trans-
portation remains particularly gloomy with, on the one hand. for
the past two years, a continuous decrease of air traffic accentuated
in 2003 by the American intervention in Iraq and the SARS epide-
mic and, on the other hand, the financial difficulties encountered
by many airlines both American and European. Despite this slug-
gish environment, the Group's sales volumes for Aircraft radial
tires continue to increase. Furthermore, the Group continues to
deploy its innovative technologies such as the NZG fitting the cur-
rent Airbus A 340-500/600 while also encouraging increased valo-
rization of its products.

Pl WS

e e o e v o Lastly, the Wheel manufacturing business continues t suffer

T e — from weakness in the European market for stee! wheels and from
the industry's production overcapacity in Europe. In January 2003,
the Group announced a set of measures aimed at restructuring this
activity. Measures concerning the improvement in cost structures
are already noticeable at the end of the first half;

T
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To understand better

Neumaticos Michelin SA has announced an industrial evolution plan to be implemen-
ted in the course of the next three years (2003-2005).

This plan is a continuation of the efforts made by Michelin Spain over the last ten years to maintain its
results, face up to the current challenges and prepare the future.

The plan concerns all the Spanish sites. The main evolutions foreseen over the period 2003-2005 are
as follows:

, Productivity and synergy initiatives for all Michelin activities in Spain.

, The progressive transfer, from now until 2005, of whee! production from the factory in Aranda de Duero
to the factories in Solingen (Germany) and Troyes (France). Whee! production in Aranda (Castilla y Léon
province) will cease during 2005.

. The specialisation of agricultural tyre production at the factory at Valladolid (also in Castilla y Léon)
around large’ and 'very large’ tyres, building on the factory's expertise in this area. This specialisation
will involve a reduction in Valladolid's production volumes in other categories of agricuitural tyres.
These developments imply a reduction of around 400 jobs per year over the next three years. This will
be achieved through a combination of measures such as early retirement and redeployment, which will
be negotiated with the works councils concerned. Once an agreement has been reached it will be sub-
mitted for governmental approval as required under Spanish law.

The Michelin Desarrollo (Michelin Development) company, whose role, in partnership with local autho-
rities, is to assist job creation and economic development in the regions concerned, is actively suppor-
ting the progressive deployment of the measures announced.
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Successful launching
of Travel Editions’
new collections

100,000 copies of
Michelin Coup de
Ceeur, a new travel
guide featuring attracti-
ve addresses at 80€ or
less, were sold in France
and in French-speaking
countries. The British
and German editions,
launched in the fall, are
also quite successful.

The Guide Gourmand
Rhone Alpes, launched
in December 2002, and
marketed locally, attrac-
ted several thousand
readers. additional titles
covering other French
regions will be publi-
shed this fall.

Travel Publications and ViaMichelin

The maps and guides markets are experiencing a marked decline. Due to the general eco-
nomic slowing down and to exceptional factors such as the SARS epidemic and the
American intervention in Iraq, the tourist activity is substantially down, especially in key
countries for the Group: United States, Germany, the United Kingdom and France. On the
other hand, the successful launching of new collections along with the modernization of
existing series, both in maps and guides, have allowed the group to curb the impact on its
sales of this gloomy context.

ViaMichelin's activities continued to grow substantially. Traffic on ViaMichelin.com, and
with it advertising earnings, have significantly increased. On the French site, in partner-
ship with the fnac.com site, an online shop sells both paper and digital products. Service
offers on mobile phones have been extended to SFR and Orange Gallery in France as well
as Telefonica in Spain. The acquisition in June of the SWI company has allowed to com-
plete ViaMichelin's offer with cartography and navigation products for PDA (handheld
computers). Moreover, the Automotive activity was marked by the launching of the first
product for Becker navigation systems edited by ViaMichelin
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THE US DOLLAR
LOST 18.7%
AGAINST THE
EUROC

For the most part this
drop occurred during
the fourth quarter
2002 as well as during
the first quarter 2003.
During the second
quarter 2003, a stabili-
zation became noti-
ceable followed by a
slight appreciation of
the dollar vis-a-vis the
euro.

Main currency changes

Over the first half of 2003, the euro continued to strengthen against the Group's main

billing currencies.

The most significant currency changes that hit the Group concerned the US dollar, which
fell 18.7% against the euro.

Other noticeable depreciation concern the Canadian dollar, British pound, Japanese yen as
well as the marked plunge of the Mexican peso (-29%) and of the Brazilian real (-39%)

Currency / euro Average rate, | Average rate Change
half 2003 " 1st half 2002 (currency/ euro)
USD/ EURO <0 1.11331 -18.7%
CAD/ EURO 0.70754 -11.8%
MXN/ EURC 0.11976 -28.9%
GBP/ EURO 1.60829 -9.3%
JPY/ EURO 0.00859 -11.3%
BRR/ EURO 0.45600 -38.6%
Currency / euro Last exchange rate Change
1st half 2002 (currency/ euro)
USD/ EURO 1.01189 -13,7%
CAD/ EURO 0.66915 -3.2%
MXN/ EURO 0.10177 -17.6%
GBP/ EURO 1.54465 -6.6%
JPY/ EURO 0.00847 -13.8%
BRR/ EURO 0.35844 -15.3%
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vormaverica O31€S by geographical area

CONTRIBUTES 34%
TO GROUP SALES

By geographical area

The fall of the dollar

dragged down the et sales Q1 ;oos/ Q22003 Q2 2A003/
contribution of North 1 2002 Q2 2002

American sales to
34.2% in the Tst half
2003 from 38.7% in
the 71st half 2002. North America®
Other geographical areas® !

(in %) (in M€) (in %)
L (4.9.%)  3,603.5  (7.2%)
+5.0% 1,891.6 (0.2 %)
(16.5 %) 1,300.0 (17.4 %)
(8.2 %) 501.9 (1.6 %)

Net sales % du
total
1 - Eastern and Western G[DUp CREO0 0%
Europe R TR o P
2 - United States. Canada Europe . :482 %
and Moxico North America® 38.7%
3 - Asia, South and Central Other geographical areas® 13.0%

America excluding Mexico.
Africa and the Middle East
4 - United States, Canada
and Mexico
5 - United States, Canada
and Mexico
6 - Asia, South and Central
America excluding Mexico,

e e Change in sales volume (tonnage) 1st half 2003

Change compared with Total Original
the same prior-year period sales’ Replacement’ equipment’
. - . 3% o+ 2.4%
+ 6.0% (7.3 %)
North America + 3.3% + 1.0% + 8.8%
Other geographical areas + 8.5% + 3.7% + 31.8%
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Payroll costs and number of employees

in1st half 2003.; 1st half 2002
2,530 77 2,691

Payroll costs (in millions of euros)
Change compared with prior year
Average number of employees

in fullv consolidated companies

Y2523 126,754

Payroll costs are 2 530 million euros compared to 2 691 million euros at first half 2002,
or a 6% decrease. As a percentage of sales they remain stable at 34.4% of Net Sales (comn-
pared to 35% at first half 2002 with constant exchange rates).

The average number of employees on the payroll decreased by about 1 600 people or
-1.2% against June 30, 2002 and -0.8% compared to December 31, 2002.

The 'Call to Action’ plan announced in September 2001 and implemented since January
1, 2002 with a view to reducing structural costs in North America was designed to gene-
rate US$200 million worth of annual savings by the end of 2003. One of the objectives of
this plan was to eliminate some 2,000 jobs by 2003. At June 30. 2003, the objective is
achieved at 90%.

Furthermore, in the context of the industrial evolution of Michelin Spain for the period
2003-2005, the changes announced earlier this year {productivity initiatives, inter-activi-
ty synergies, gradual transfer of the Aranda factory wheel production to the two French
and German factories, stopping of part of agricultural activity) will entail a job reduction
of 400 posts per year over the period. The employees were offered a set of measures
(early retirement, job redeployment) negotiated with the Plant Committees {Comité
d’entreprise’) concerned, The cost of these measures is 140 million euras and is subjec-
ted 10 a special provision at June 30.

In France, the decision was taken to shutdown certain production lines technically unsui-
table to the new needs of the Passenger Car Light Truck market in Bourges as in Poitiers
for truck tires. In Passenger Car, the existing capacities in other factories of the Group are
enough to meet the current needs of the market. In Truck, the manufacturing of certain
wide tires will be transferred to the Tours site. All in all, these decision should lead to a
reduction of about 600 positions.
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CONTINUED
INCREASE IN RAW
MATERIAL COSTS
($US) : 20% vs 1st
half 2002

The price of natural
rubber has posted a
42.5% increase in
Sing$ semester on
semester (H1 03/ H1
02) and 13% between

January and June 2003.

The price of monomers
~styrene and butadie-
ne- post increases of

33% and 69% respecti-

vely from one semester
to the other and of 9%
and 11% since the
beginning of 2003,

Operating expenses

Purchases used in production

This item primarily includes energy and raw material purchases, as well as changes in inven-
tories.

At 2 325 million euros, this represents a decrease in absolute terms of 274 million euros com-
pared the first 6 months of 2002. As a percentage of sales, this is a 1.6 point drop at 31.6%
This drop can be explained by a combination of effects:

- two combined positive effects: the depreciation of the dollar versus the euro and increased
inventories of manufactured finished products.

- one negative effect pertaining to the procurement cost of raw materials during the second
half 2002 {due to the time lag between the purchase of raw materials and their recognition in
the cost of sales).

Raw materials

At June 30, raw materials represented 25.4% of Michelin's sales and )
Raw Materials
36.3% of cost of sales. H1 2003

The impact of rising raw material costs should be put into perspec-
tive by the fact that the added value of Michelin's tires is greater
than the Group's competitors.

Textite and
steel cords

At June 30, 2003, natural rubber accounted for 23% of total raw
materials versus 19% the previous year.

Synthetic rubbers and carbon blacks represented 29% and 16%, res-
pectively, of raw material costs.

One should bear in mind that synthetic rubbers are produced from monomers mainly styre-
ne, butadiene and butyl. These are oil derivatives, like carbon black. However, some of these
are high added value products and their price is therefore only partly correlated to the price
of crude oil, bur is also a function of supply and demand on their respective markets.

As a result, when there is a rise in the price of oil and oil derivatives (styrene, butadiene,
butyl, carbon blacks etc.). 15% of Michelin's raw material costs is impacted on a short-term
basis (less than one year).

It takes about between four and six months for the purchase cost of raw materials to hit cost
of sales and the Group's operating margin, due to the time lag between purchasing raw mate-
rials and using them in production.

For this reason, the increase of the cost of consumption of raw materials in the income sta-
tement of the first half mainly stems from the increase of the procurement cost of raw mate-
rials noted during the second half 2002 (+2% in euros). The continued increase noted all
through the course of the first half 2003 (+20% in US dollars), mainly offset by the deprecia-
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tion of the dollar vis-a-vis the euro, will therefore mostly impact the Group's operating inco-
me for the third and fourth quarters of 2003.

About 75% of the Group's raw material purchases are in US$ or in currencies pegged to the
dollar.

Evolution of Group procurement costs and of consumption of raw materials
{since January 2002, monthly average in doflars)

: procurement
N wnsuwlw\ N B

Comparative change in monomers and oil prices
(base 100 = January 2002)
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Change in inventories

Change Change O/w
(06.30/06.30) increase/decrease = O/w change in
in average price of  exchange rates
inventories

In millions st half
of euros 2003
Net inventories 3,071
o/w net finished

product inventories 1,956

[ Isthalf  1st half
©o 02003 2002 |
S {211 (362)

(141 (258

The seasonal nature of the tire industry leads to the setting up of finished product inven-
tories in the first half of the year (greater demand in original equipment, building up stocks
so that tires can be sent out to distributors in early summer in preparation for sales of win-
ter tires) and to destocking in the second half.

In that respect. the first hall of 2002 was untypical, as it had then been indicated: invento-
ries did not increase. In the first half of 2003, change in Group's finished products inven-
tories resumed its normal seasonal pattern. It posts a 211 million euros increase in inven-
tories { 307 million euros excluding exchange rate effects) by comparison with the situation
at end 2002, and a 16 million euros increase (227 million euros excluding exchange rate
effects) over the first half of 2002.

This increase, by comparison with the 1st semester 2002, had the effect of improving the
operating margin by 1.1 point, given an average level of absorption of fixed expenses at
50%. The destocking for the second half should be of the same scope as that recorded
during the second half 2002. As a result, it should offset this positive effect on the opera-
ting income over the entire year.

At June 30, 2003, the Group's net inventories amounted to 20.9% of sales compared with
19.5% a year earlier (and 20.2% excluding currency effects).

Accrued change in finished goods inventories (in tons)

1999 2000 2001 2002 2003
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Impact of inventory accumulation on operating income

When Michelin manufactures more than it sells, this leads to an inventory increase of manufactured
finished products (‘inventory accumulation’). By a simple mechanical effect, this inventory increase
leads to a result above that stemming from the level of sales. In fact, the fixed expenses are distribu-
ted on the number of units manufactured. These fixed expenses thus 'stocked’ do not come as an
expense when the products are stored, but at the time of their sale.

Let's try and illustrate this : if we assume a production of 17 tires and the safe of 10 (in other words
one tire is stored)

Variable cost of 17 units manufactured

+ fixed cost over the period

—variable cost of 1 unit stored

~fixed cost of 1 unit stored (=1/11th of fixed cost over the period)

= variable cost of 10 units + (fixed cost over the period —1/17th of cost of the period)
= The cost of sales

Conversely, in case of destocking, when less units are manufactured than there are units sold, the
result is below that that would result from the level of sales, as the fixed expenses ‘destocked’ are

added to those of the entire period. Destocking means that fixed expenses are reintroduced into the
operating income.

Thus, let’s assume for 10 tires sold, the manufacturing of only 9 tires (in other words one tire ‘destoc-
ked’)

Variable cost of 9 units manufactured

+ fixed cost over the period

+variable cost of 1 unit destocked

+fixed cost of T unit destocked (=1/17th of fixed cost over the period)

= variable cost of 8 units manufactured = fixed cost over the period +1/11th of cost of the period.
= Cost of sales

These are merely mechanical effects
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OTHER OPERA-
TING EXPENSES

Outside service provi-
ders, rentals, mainte-
nance and repair, insu-
rance premiums,
training expenses,

expenses for advertise-

ment and communica-
tions, transportation of
goods, travel expenses,
bad debts write-offs
and various general
administration
expenses.

Other operating expenses

(in millions of euros)
Other operating expenses
Excluding currency effects

1st haif 2002 Change
1,576 +0.9%

Other operating expenses are up 0.9%, at eurcs 1 590 million. As a percentage of sales they
are up 1.2 points t 21.6% from 20.4% the previous year (excluding exchange rate effects).

Up 10 36 million euros (excluding exchange rate effects) of this increase comes from the
increase of operating expenses linked to deferred commitments (benefits), Cette hausse
résulte de :

1. the increase in the annual amortization cost (recorded as payroll costs) that results from
the rise in unrecognized actuarial gains and losses at December 31, 2002. The unrecogni-
zed actuarial loss went up from 912 million euros as of end 200! to 1.3 billion euros as of
end 2002. As a result, in accordance with the corridor method which provides for the
straight-line amortization ovér the remaining service lives of the employees participating
in the plan, the annual corresponding cost is up to 57 million euros for 2003. from an
annual charge of 22 million euros recorded in the 2002 accounts.

2. The downward revision in long term expected rate of return on plan assets assumptions
which were set for the computation of the 2003 net periodic cost.

The balance of the progress of this item can be attributed to various items pertaining
cost of sales: transportation, insurance, sub-contracting, and expenses associated to the pro-
gress of volumes sold.

Depreciation and amortization

“Isthalf 2003 1st half 2002
o A08 457

(in millions of euros)
Depreciation and amortization

Change
-10.6%

Excluding the effect of exchange rates, this item is down 0.9% compared to the first 6
months of 2002.
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Operating income

7 ¥st half 2003 1st half 2002

0% of sales” millions % of sales
AT of euros
Like-for-like
operating income 569.6 7.3%

In the current structure, operating income came in at euros 578 million, up 1.5% compa-
red to the first half 2002. This leads to an operating margin of 7.9%.

This 0.6 point progression compared to the first 6 months of 2002 is attributable to a com-
bination of factors:

* A surge in sales volumes compared to 2002.

This progression was particularly noticeable during the first quarter and in Truck tire. Sales
in Asia continued to expand considerably, both in the Passenger car/Light truck and Truck
segments. especially in China.

* Raw material procurement costs had a strong negative impact on operating inco-
me. In the course of the first half, the Group sustained the consequences of the increase
recorded during the second half 2002 (+13% in US$ as 75% of the Group's raw marterial
purchases are invoiced in US$ or related currencies). This is due 1o the time lag between
the purchase of raw materials and their use in the production process.

* The average price and mix of products continued to improve. This factor was fur-
ther accentuated by a favorable Original Equipment/Replacement mix compared with
2002 and the continuation of the progress of category mixes, especially in Passenger Car.
Due to market trends and to Michelin's policy, replacement sales are up 3.4% in volume
{tons) while those in original equipment are up 2.4%.

+ As mentioned above, changes in inventories had a positive impact on the opera-
ting income. The building up of inventories consequently improved the operating margin
by 1 point compared to the first half 2002. This positive effect should be offset however
during the second half as an equal scope destocking should have a symmetrical negative
effect on the margin.

+ As expected, expenses linked to deferred benefits increased over the first half. This
increase stems from :

- the increase in the annual amortization expense linked to the growth of the unrecognized
actuarial gains and losses noted at December 31 2002,

- the downsizing of the assumptions concerning the expected long-term rate of return on
plan assets retained for the calculation of the 2003 net pericdic cost.

* On the other hand, the continued depreciation of the US and Canadian dollars and of
some South American currencies, compared to the euro, strongly impacted the operating
income. This is particularly true for the first quarter. Over the first six months of the year,
the depreciation of the US dollar was approximately 19% compared t the euro.
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However, in line with what has been seen over the past 3 years, Michelin's initiatives in
view of improving its ‘all terrain capabilities’ such as the reduction in operating expenses
and the number of jobs, its continued steps allowing the Group to achieve a bewer balan-
ce of its sales both in Passenger Car /Light Truck and Truck, are other contributory factors
to the improvement in operating income.

Analysis of the elements impacting operating margin

Op. margin H1 2002

Currencies & scope
Volumes sold
Price-mix

+ 0.6 pt

Raw materiats

! .
Of which
Change in inventories 7\ 'benefits' costs:
- 0.5%
Other changes 5
Op. margin H1 2003 .9%

Operating income
by business segment

Michelin has three reportable segments, corresponding to product lines and reflecting the
internal management structure:
+ Tires for passenger cars and light trucks

This business segment develops, produces and sells tires for passenger cars and light trucks
as well as for competition vehicles across the globe.

 Truck tires

The Truck tire segment develops, produces and sells on a worldwide scale tires for trucks
weighing over 6 tons.

¢ Other businesses

This segment groups the remainder of the Group's businesses.

The acquisition of the Viborg Group's European activities in tire distribution was signed on
March 31. Viborg's activities will be retroactively consolidated on April 1 2003. However, a
post-acquisition due diligence is currently being carried out and was not completed at June
30. In these conditions, Viborg's activities will appear in the Group's consolidated accounts
in the course of the second half 2003.
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OTHER
BUSINESSES:

This segment includes
other tire businesses
(for earthmovers, agri-
cultural machines,
bicycles and motor-
cycles and aircraft);
maps and guides and
ViaMichelin ;
distribution businesses
and tire services in both
Europe (Euromaster)
and North America
(Tire Centers LLC
(TCl):suspension sys-
tems, wheels and fit-
ments.

Operating margin
(% of sales)

2003/ . isthaif | 1st half
2002  :..2003..¢ 2002

Operating income

1st half 2002

millions % of

of euros total
Passenger G
Car / Light Truck 356 626%  (4.7%) ["¥93% . 8.9%
Truck 215 37.7%  +155% L4031%% 11.1%
Other Businesses (1) (0.3%) N/A 2 {0.4%) & (01%)
Group total 570 100.0% +1.5% . +7.9% ! 73%

Analysis of operating income in the Passenger Car / Light Truck segment

At 9.3%, operating margin continues its progress started over the past three years. It is up
0.4 point on H1 2002.

In & context marked by a falloff of the North American replacement market in the first half,
an atypical growth of the European replacement market and by continued increases of raw
materials, the rise of the operating margin in this activity stems mainly by the ongoing
enhancement of the Group's mix categories both in replacerment and in original equip-
ment, of increased profitability in Asia, by the recovery of South-American activities and
by sustained industrial costs.

Qver the past few years, in Passenger Car/Light Truck, Michelin has undertaken a refocu-
sing strategy. Michelin has improved profitability by creating a better balance between ori-
ginal equipment and replacement sales, by focusing on high-added value segments and on
high-potential emerging markets without neglecting the mass-market and by striving to
match price with added-value to the customer,

Analysis of operating income in the Truck segment

At 13.1%, operating margin is up 2 points compared to first half 2002, while Net sales in
this activity are down 1.6% at current exchange rates,

Truck was particularly penalized by the changes in currencies (especially withe the strong
depreciation of both the US dollar and the British pound vis-a-vis the euro), as well as the
continuous increase, throughout the semester, of its raw material costs.

Sustained European replacement markets, an improved original equipment/ replacement
mix, price jncreases and control over industrial costs more than made up for the above
mentioned unfavorable factors.

Analysis of operating income from Other Businesses

Operating margin recorded by Other Businesses was a negative 0.4%, representing a 0.3
point unfavorable change compared with June 30 2002. This segment ended the semester
with an operating loss in the regicn of euros 10 million.
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'Specialty’ tires
include

tires for earthmover
equipment, handling
and public works, tires
for agricuitural equip-
ment {tractors and trai-
lers); two-wheels
{motorbike, scooter and
bicycle) and aircraft
tires (civil and military)

One of the key reasons for this decline was the lower profitability of specialty tire activities
compared to first half of the previous year.

This decrease stems mostly from the negative impact of currency exchange rates on
Earthmover activities. Indeed, although the activity of the Group's mining clients posted a
recovery compared to the low point recorded during the second half 2002, due to the reco-
very of world copper prices, the fall in value of the dollar against the euro continued to weigh
on bottom-line results, as 2/3 of earthmover markets are in the dollar zone whereas the bulk
of the Group's production facilities are in Europe.

It is 1o be noted, however, that at current exchange rates, the economic performance of the
specialty tire activities is up despite the worrying situation of certain markets, especially the
aircraft and agricultural markets (in Eastern Europe).

The Euromaster European tire distribution network was penalized by the sluggishness of the
sell-out market (in other words sales to end users) during the first half both in Passenger
Car/Light Truck as in Truck tires. However this did not cause a deterioration of its profitabi-
lity compared to the first half 2002.

The developmert of ViaMichelin continued as budgeted for the period 2001 to 2003, while
losses from the Wheel business were curbed compared to first six months of 2002.

H1 03: profitability improvement of Pass. Car/
LT and Truck, despite currency fluctuations

14.1%
13.1%

- 5 P
201%-0.4 %
PASS.CAR/ ..~OTHER R H1 2002
L MGHTTRUCK o i ACTWVITIES

£1H1 2003
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For the purpose of this
presentation, ‘cost of
sales’ includes supply-
chain management
costs and R&D costs.
Selling, general and
administrative expenses
include distribution acti-
vities.

Ali employee benefit
costs are included in
operating income.

Operating income by function

(in millions of euros) % 1st half %
of sales 2002 of sales
Net sales 100% 7,821.0 100%
Cost of sales 70.0% 5,539.2 70.8%
Gross margin 30.0% 2,281.8 29.2%
Selling. general and
administrative expenses 22.1% 1,712.2 21.9%
Operating income 7.9% 569.6 7.3%
Net income 2.3% 254.1 3.2%

At 70%, cost of sales declined compared to first half 2002, leading to a 0,8 point improve-
ment in gross margin. The better price mix and productivity improvements a the produc-
tion level made it possible to more than offset the sharp increase in raw materials. Selling,
general and administrative expenses are down at a slightly slower rate than the decline of
Net Sales. This is mainly attributable to the fact that as the Group is headquartered in
Europe, the share of general expenses in euros is proportionally more important that the
share of Net sales posted in this zone.

Net interest income/expense

(in millions of euros) # t;half 2003 1st half 2002
Interest income and expense 92:1y (105.8)
Exchange gains and losses 7yt (26.9)
Amortization and net )

movements in allowances pRaR (1.3) 9.7
Total g ) (123)

Net interest expense was scaled back by 24% compared with H1 2002. This is mainly due
to exchange rate variations and the sharp decrease in foreign exchange losses.

Net debt was considerably reduced compared to the level posted at June 30, 2002. This
decrease, and the ensuing favorable impact of the debt structure, in rates, maturity and cur-
rencies, explain that the ‘Interest income and expense’ item has been declining for the past
twO years 1Now.

The substantial decrease of the "Exchange gains and losses’ item also contributes 1o the
improvement of the Net interest income/ expense. During the first half 2002, this item had
recorded conversion losses arising from the fall of certain South American currencies,
especially the Argentinian peso.
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Non-recurring items

(in millions of euros) st-half:2003 ' 1st half 2002
Nert gains / losses on

disposals of fixed assets 10.5
Restructuring measures -
Other non-recurring items (21)
Non-recurring items, net (10.5)

In the first six months of 2003, the Group reported a non recurring loss of euros 178 mil-
lion compared with a non-recurring loss of euros 11 million for the 6 months period ended
June 30, 2002,

The bulk of the non-recurring loss, 165 million euros out of a total 178 million, stems from
the cost of restructuring measures which have been announced, of which:

-measures announced earlier this year in the context of the Group's industrial evolution
plan in Spain. The cost amounts to 140 million euros before tax. The plan entails the gra-
dual transfer, as of 2005, of the wheel production to the two French and German factories,
stopping of some of the agricultural activity and various other productivity measures. All
in all, this will entail a job reduction of 1,200 posts over the period 2003-2005 through early
retirement and job redeployment among others.

- in June, in France. The corresponding amount is 13 million euros. This is linked the shut-
down of production activities of passenger car tires in Bourges and of truck tires on the
Poitiers site.

Income taxes

Income taxes amounted to 120 million euros against 161 million compared to June 30 2002.

The Group's effective tax rate is 42.1% at June 30, 2003 compared to 38.8 % in H1 2002.

I
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Consolidated net income
and net earnings per share

~06:30.2003 7 __06.30.2002___ Change

Net income before

minority interests (in millions of euros) 254.1 -34.9%
Net income 229.4 -31.3%
Net earnings per share

(in euros) 1.70

Average number of shares
outstanding during the year
Treasury stock recorded

under short-term investments
Shares cancelled during the year

134,715,873%

1,263,202
0

(1) The impact of the capital increases effective on June 30, 2003 within the 2nd phase of the employees’ sharcownership plan
(1,404,300 shares) and the CFM/CCEM squeecze-out (189,995 shares) have not been taken into account for the calculation of the
weighted average number of shares at June 30, 2003

(1) The impact of the capital increase (! 292 143 shares) effective on June 28, 2002 within the st phase of the employees’ sha-
reownership plan has not been taken into account for the calculation of the weighled average number of shares at June 30, 2002.

Consolidated net income amounted to euros 166 million, an decrease of 35% on the same
period of 2002.

Pensions and other
post-retirement benefits

A detailed presentation of both the accounting and financial principles along with the
amounts of deferred benefits are published in the 2002 Annual Report and the 2002
Consolidated Earnings Guide. Both these documents are available on request and can be
downloaded on the Group's Internet site at www. Michelin.com/investors relations.

On the basis of the actuarial assumptions chosen for 2003, and detailed in appendix 13 of
2002 consolidated accounts (see Annual Report), the Group's situation has not significant-
ly changed during the first half 2003. The good performance of the financial markets trans-
lated into an actual yield of 8 % for assets in American plans, 3% for assets in pension
funds in the United Kingdom and 6% for total assets, compared to ‘measurement dates’

The Group made total contributions of 69 million euros over the first 6 months of the year.

At June 30, 2003, the combination of these two changes led to an increased value of assets
under management, at constant exchange rates.

As far as non funded obligations are concerned, payments amounted to 110 million euros
during the first half.
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Michelin has chosen to
strengthen its presence
on the Russian market
by building a Passenger
Car/Light truck tire
plant in Davydovo, loca-
ted at about 100 kilo-
meters from Moscow.
To do so, in 2002 the
Group acquired ware-
houses and put mate-
rial recuperated on
other industrial sites
that had been closed
down in Western
Europe (‘brownfield’).

In a first phase, this
factory should produce
around 2 million pas-
senger car tires yearly,
as of 2004.This is
intended to accompany
the development of the
Russian replacement
market which grows by
about 10% yearly in a
market of currently 20
million passenger car
tires (original equip-
ment and replacement)
per year.

Comments on the consolidated
balance sheet

The consolidated financial statements have been prepared in accordance with French
generally accepted accounting principles, including standard CRC 99-02 published by the
Comité de la Réglementation Comptable dealing with consolidated financial statements.

(in millions of euros) » June 30, 2003 ¢ Dec. 31,2002 June 30, 2002
Fixed assets io8714, 0 6,730 6,817
Current assets . 9.581 10,454
Total assets 16,311 17,271
Shareholders' equity 4.329 3.942
Minority interests 173 303
Provisions for contingencies

and charges 3.444 3.706
Debt and other liabilities 8,365 9.320
Total Tiabilities

and stockholders' equity 16,311 17,271

Property, plant and equipment and intangible assets

(in millions of euros] June 30,2003 . Dec. 31, 2002 June 30, 2002
Property, plant & equipment T

and intangible assets, net 5,886 5.908 6,040
0/w property, plant & equipment .. 0,048 5,772 5,928

Capital expenditure

Additions to property, plant and equipment and intangible assets totaled euros 401 million;
net additions came to euros 371 million.

Group net capital expenditure were held back in the first half, due to uncertainties in the
context in which Michelin operates. Since the objectives and the Group’s industrial policy
aim to a 10 to 20% increase in investment compared to 2002, in other words more than |
billion euros over the full year 2003, the pace of these investments should accelerate in the
second half.

In addition to essential spending to maintain plant and equipment (representing around
40% of total spending, including molds), the main capital expenditure projects concerned:

* ongoing conversion to higher seats of several passenger car tire European factories ;

* restructuring and increase in capacities of certain industrial sites in Europe, North
America and Asia along with the construction of the Davydovo site in Russia.
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Financial Investments

In the course of the first half 2003, the Michelin Group proceeded to several acquisition
operations of participation of minority shareholders of some of its subsidiaries.

This mainly concerns the Polish company Stomil-Olsztyn. The amount of purchase of
these participations is 98 million euros, which for the main part (85) corresponds to the
takeover bid in Poland.

On the other hand, the Group was led 10 take on two loans, amounting te 198 million euros,
made to the Viborg Group by third parties. One of these loans was carried over during the
first quarter -before the agreement was completely finalized- and the other loan was car-
ried over during the second quarter.

Finally, Michelin and Tigar AD, the largest Yugoslavian tire manufactured, who have had
close industrial links since 1974, have set up a joint venture of which Michelin holds 25%.

Working Capital Requirement

WCR is up 275 million euros when compared to December 31, 2002, This represents a 3.8%
increase, 2.5% if one excludes the effect of changes in exchange rates.

Changes compared with June 30, 2002 are summarized below:

(in millions of euros) June 30, Currency Movement
2002 effect

Inventories 3,055 (211) 227

Trade receivables 3,293 (190) (29)

(Trade payables) (1,303) 63 (49)

Operating working capital 5,046 (338) 149

Excluding exchange rates, Group’s worknig capital requirement decreased slightly to 33.4%
of Net sales from 33% as at June 30, 2002.

Inventories

In the tire industry, the first six months of the year is traditionally a peried when invento-
ries are being built. The Group ended 2002 with a level of finished product inventories
slightly below standard, that is to say the level deemed necessary 10 be able to face the anti-
cipated level of the markets. At the end of 2002 and early 2003, this situation had led to cer-
tain tensions as far as supplying is concerned
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Unlike the first half 2002, at June 30, 2003, the level of net inventories was up. It amoun-
ted to euros 3,071 million, up 7.4% compared to the level reached at December 31, 2002 .
Inventories now represent 20.9% of net sales compared to 19.5% the previous year.

At constant exchange rates, finished products inventories are up as well, to 13.3% of net
sales from 12.9% a year ago (and 11.9% at December 31, 2002).

The increase in ‘raw materials, semi-finished products and other supplies’ inventories pri-
marily reflects the higher cost of raw materials over the last semester.

(In millions
of eurvs)

June 30, o/w o/w
2002 Variation movement  currency
for the year o/w effect

Raw rnaterials.
semi-finished products

and other supplies 1,098 18 88 (70)
Finished products 1,957 8) 139 (141)
Net 1nventories 3,055 16 227 (211)

Trade receivables

At euros 3,074 million, trade receivables are down euro 219 million compared to the June
30, 2002 level. At constant exchange rates, receivables go from 22% of net sales during the
first half 2002 to 20.9% of Net sales during the first half 2003.

As from the first half 2002, Michelin has implemented a European receivables securitiza-
tion program. This program concerns securitization of German, French, Spanish and
Italian commercial trade receivables. At June 30, 2003, the program amounted to euro
803 million while, ar that same date, the American receivables securitization program was
398 million dollars. This leads to a total of 1.2 billion securitized receivables at June
30 2003.

In accordance with French consolidated accounts principles, all of these securitizations,
which are part of Michelin's routine financing transactions, are reflected in full in the
consolidated balance sheet.
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Stockholders’ equity

Stockholders’ equity is down 2% compared to December 31, 2002. Excluding exchange rate
variations, the decline would only represent 1.2%.

During the first half 2003, the Michelin Group proceeded to several operations in view of
acquiring the minority stake that was held by minority shareholders in some of its subsi-
diaries.

The corresponding amount is 107 million euros, a significant part of which relates to the
take-over bid which took place in Poland. This amount came in deduction to Group’s stock-
holders’ equity, whilst the acquisition of the shares of its Polish subsidiary Stomil-Olztyn
generated a 41,5 million euros goodwill that came as an addition to Stockholders’ equity.

The second phase in the employee stock ownership plan approved at the May 2001 Annual
Stockholders' Meeting was implemented in April 2003. The corresponding increase in capi-
tal, that is to say 1, 404, 300 shares, took place on June 30. These shares were issued at a
price of 23 euros. The issue had the effect of increasing consolidated stockholders’ equity
by 21 million euros, after deducting the matching payments and the share issuance costs.

Changes in stockholders’ equity and minority interests
(in millions of euros)

Common Paid-in Retained Cumul.  Net Stock- Minority | Total |
Stock  Capital earnings Trans- income | hoders’ interest ! o
in excess lation equity '
of par adjust. ;
31,2001 296 ] 3,996 330 4,326
Issuance B
of shares 12 158 170 -4
Employee -
stock ownership plan 3 39 (14) 27 - P27
Dividends paid (139) (139) (29) (168) :
Appropriation :
of undistributed income 157 0) (157) - - -
2002 net income 381 581 34 . 6i4

Translation
adjustment and ot}

(07 (6l ¢ (468)?

ner

At.Decembe :

31,2002 . 4,329 173 4,502
Issuance

of shares 0 5 6 - )
Employee

stock ownership plan 3 28 (10) 20 - L20
Dividends paid (170) (170) N a7
Appropriation !
of undistributed income 399 12.15 (1)

1st half 2003 L -
net income 158 158 8 i 166
Translation
adjustment and other 9) (23) (33) 04
At June 30,2003 w00 2870 1,840 . 2,917, - (892) -+ 158 - 4,310 103 4,413
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Long and short-term debt

At 3,925 million euros Group debt was slightly up compared to the level reached on
December 31, 2002, Excluding the effect of changes in exchange rates and Group structu-
re, the increase was euro 375 million or 9.8%. For the most part, this increase is due to the
increased needs in Working Capital stemming from inventory accumulation during the
first half.

The average cost of debt, 5.2%, is down close to 0.7 point by comparison to the 1st semes-
ter of 2002 (and is o be compared with a 6.2% average cost of debt for the full year 2002).

Compared to June 30 2002, the net debt is down by 400 million euros.
The Group's net debt at June 30, 2003 breaks down as follows by maturity:

< 1 year 1 to 5 years > 5 years
At June 30, 2002 19.9% 43.0% 37.1%
At June 30, 2003 28.9% 29.4% 41.7%

Consolidated net debt at June 30, 2003 breaks down as 48% fixed rate (versus 21% at June
30, 2002) and 52% floating rate. Just under 70% of borrowings are in euros and other
European currencies (versus 50% at June 30, 2002 and 44% at December 31, 2002) and 14%
are in US dollars (versus 14.4% and 42.5% respectively).

The long-term debt figures do not include any credit facilities that could be withdrawn or
become immediately repayable if the group’s financial ratios were to fall below a certain level
or following a material adverse change in the Group's financial position or credit rating, At
June 30, 2003, no clauses of this nature were attached 10 any of the group's borrowings.
Michelin has always been careful not to sign such clauses, even if this results in higher bor-
rowing costs, in order to protect the Group's financial flexibility.

At June 30, 2002, Michelin had euro 2.9 billion worth of long-term undrawn lines of credit.

(in millions of euros) . June-30,2003 { June 30, 2002
Total long and short-term debt o e, 4984 6.010
Portion due in more than one year ) al 3.464
Portion due within one year ; 2,547
Liquid funds : 1,686
Long-term undrawn,
confirmed lines of credit 2,484
Including subordinated credit lines 0
Including 'contingent capital’ 0

Long-term undrawn confirmed lines of credit include a US$905 million line which can be
used by the Group through June 2005 to obtain a US$905 million subordinated loan due
2012.

Long and short-term debt does include $170 million in contingent capital obtained from a
syndicate of insurers with a similar maturity but contingent on GDP growth in the US and
the European Union standing at a certain level.

Total long and short-term debt, net of long-term undrawn, confirmed lines of credit, breaks
down as follows by maturity:
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Total debt > 1 an =€ 2,790 M
Total undrawn credit lines > 1 year = € 2,925 M

B Undrawn credit tines > 1 year

1500 Financial debt > 1 year

1300
1100
800
700
500
300
100
-100

o
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&
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Concerning the debt, during the first half 2003, the financial rating”%gencies Standard &
Poor's (on Aprit 7) and Moody's (on July 11} confirmed the long term and short term
ratings of the Compagnie Générale des Etablissernents Michelin and of the Compagnie
Financiére Michelin. ‘

> » f o & 3 = D
s & F S & $ §

However, S&P changed its ‘outlook’ by notching it down from ‘stable’ to ‘negative’

CFM MFPM
Court terme Standard & Poor's AZ A2
Moodv's P2 P2
Long terme Standard & Poor’s BBB+ BBB+
Moody's Baal Baal
Perpectives Standard & Poor’s Négative Négative
Moody's Stable Stable

Summarized statement of cash flows

The summarized statement of cash flows here below explains the variation of net debt.

Uses of funds i -Sources of funds: :
Net capital expenditure 669 LCashflow - - 738
Decrease in stockholders' equity 22+ Increaseé in storkhac 1d 20
Dividends paid 177 Decrease g pet debt” ™ . 293

Increase in working capital & misc. 303 Overall décré 5h and cash equivalents 118 |

1,170 :. 1,170 !

Change in net debt

Overall decrease in cash and cash equivalents

(at constant exchange rates and at comparable Group structure) 150
Effect of changes in exchange rates (32)
Effect of changes it Group structure 0
Overall decrease in cash and cash equivalents

{at constant exchange rates and at comparable Group structure) 118
Increase in net debt 293
Change in accrued interest payable and other (36)
Increase in net debt (at constant exchange

rates and at comparable Group structure) 375
Net debt 31/12/2002 3,818
Net debr 30/06/2003 3.925
Decrease in net debt 107
Effect of changes in exchange rates 268
Effect of changes in Group structure 0)
Increase in net debt (at constant exchange

rates and at comparable Group structure) 375

5
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Net debt-to-equity ratio

The Group's net debt-to-equity ratic at June 30, 2003 stood at 0.89, representing a decline
compared to June 30, 2002(1.02) ratio but a slight increase compared to the December 31,
2002 ratio (0.85).

The Group also monitors its Ebitda/Net debt ratio. which provides it with a dynamic view
of its debt. At June 30, 2003, the Ebitda/Net debr ratio stood at 52.3%

Dec. 31, 2002 June 30, 2002
Net debt (in euros millions) 3,818 4,324
Stockholders' equity
(in euros millions) 4,502 4,245
Net debt-to-equity ratio 0.8% 1.02
Ebitda (*) / Net debt ratio 51.8% 47.2%

(*) including provision reversals

Cash flow and free cash flow

At 10% of sales, Group cash flow is significantly above the industry average.

(in millions of euros) wilst-half 2003 7% 2002 Ist half 2002
Cash flow ‘ “ Epe 1.225 636
Change in operating .

working capital 309 84

Net cash used by R ¢

investing activities R () (897) (421)
Free cash flow S (195), sl Vi 637 300

At June 30 2003, the Group's free cash flow is negative by 195 million euros which repre-
sents a significant drop compared to that of December 31 2002

This decrease is due to0:

- the increase in working capital. Returning to a normally seasonal pattern in inventories
explains the change against the st half of 2002. The latter should be considered as atypi-
cal. The destocking in the second half will be in the same order of magnitude as the one
that took place in the second semester of 2002.

- 300 million euros of financial investments. This amounts includes the purchase of mino-
rity shareholders’ stakes in certain subsidiaries, especially at Stomil, but also taking over
from third parties certain loans to Viborg.
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Ten-year key figures and ratios

1999
2001 2000
proforma

15,775 15,396 13,763
2.5% 11.9% 10.2%
127467 128122 130434

(In EUR millions)

Sales
% change

Average number of employees

Payroll costs 5242 5137 4.756
% of sales 33.2% 33.4% 34.6%
EBITDA (1) 2,091 2170 2121

Operating income
Opetating margin (2)
Net interest expense

1,040 1,162 1207
6.6% 7.6% 8.8%
(321) (314) (238)

Non-recurring items, net (29) (76) (353)
Including restructuring costs (340) 67) (388)
Income before tax 644 729 538

Income tax rate
Effective tax rate

(330) (290) (213)
51.2% 39.9% 39.7%

Net income including minority interests 314 433 325
Net margin 2.0% 28% 2.4%
Dividends (3) 105 93 87

Net cash provided by operating activities {4)
Cash flow (5)

% of sales

Capital expenditure (6)

% of sales

Capital expenditure, net of disposals

1,263 1,017 1014
1323 1416 1,547
8.4% 9.2% 11.2%
1.150 1,201 1,252
7.3% 7.8% 9.1%
1,089 1.091 1,003

Acquisitions of investments, net of disposals (184) 166 255
Research and development costs 702 645 589
% of sales 4 4% 4.2% 4.3%
Net debt (7) NA NA NA

6.1% 6.3% 9.4%
4,326 4,155 3,838
NA NA NA
4.881 4,926 4,329
113% 119% 113%
41% 43% 47.2%
30.6% 20.7% 23.4%

Average borrowing costs

Shareholders equity including minority interests (8)
Debt-to-equity ratio

Net debt + securizations (9)

Debt-to-equity ratio including securization

EBITDA / Net debt

Net cash provided by operating activities/Net debr

Interest expense (10) 3 324 419
Interest cover (Operating income/interest expense) 33 3.6 2.9
Free cash flow (11) 309 (241) (300)
ROE (12) 7.4% 10.4% 8%

Target Economic Proftt (13)
Actual Economic Profit {14)

10.1% 11.4% 11.2%
6.8% 8.3% 5.3%

Per share data

Net assets per share (15) 29.7 285 26.2
Basic earnings per share, as published (16) 2.20 2.96 2.10
Diluted earnings per share. as published (17) 2.20 2.96 2.10
P/E (18) 17 13 19
Net dividend per share 0.85 0.80 0.7

Pay-out rate (19) 38.6% 27.0% 34.2%
Net dividend vield (20) : : 2.3% 2.3% 1.7%
Capital turnover rate (21) CUIRT% T 108.3% 96.6%  104.7%
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;1999"’ ‘1998 - 1997* ‘.1996‘ 1993* - 1994*

37632486 12049 0861 10078 10208 G0 i0161
102%  28% US%  T8% (17%)  62% (5.3%) (12%)

1, EBITDA: earnings before interest, tax, depreciation and amordzation
132’;;: lzz:;g; 12;121?3 112:;?2 n;gg; “’;;Z‘g lzj:g;i 132?52 2, Operating margin: operating income as a % of net sales.

34.0% 34.9% 13.8% 349%  36.7% 37.8% 415%  40.9% 3, Dividends distributed during the year. For years prior to 19?9, the
1% 1875 | 869 1740 Lend 365 Lo 1335 ;r:a(:'um shown cortespends to total amaunts distributed during the
1,233 1.073 1,094 1,060 869 725 306 649 4, Net cash provided by operating activities: cash flow + change in wor-
9.0%  86%  9.0%  98% B6% 1% 32%  64% king capital
(245) (220) (229) 214) (261) (276) (419) (411) 5. Cf“h. flow: net income before minarity ir}tereslls + dePrecimon, amer-
@By 6 0 @2 u 8y @y e changes . provisons s defore whe 1+ o il

(66) (100) (19 (67) (76) (161) (283) (88) on disposals of assets.
557 881 366 681 601 351 (560) 143 6. In 2001, excluding external growth transactions (SMW, 167 million).
(374) (308) (239) (207) {150} {143) (43) (145) 7. Net debt: long and short-lerm debt - cash and cash equivalents

67.2% 34.9% 276% 30.3%  249% 40.8% NA NA Sharcholders’ cquity including minority interests: Common stock +
182 574 627 474 451 208 (503) (2) paid-in capital in excess of par + retained carnings + net income +
minority interesis,
1.3%  46% 52%  44%  45% 2.0% NA NA
87 137 12 30 o7 06 29 7

I

=

Securitization: sales of trade receivables. In cases where the receivables
are sold to special purpose entities in which Michelin holds an equity

1.034 1.079 1,380 1,032 ND ND ND ND interest, the special purpose entity is consolidated in accordance with
1 548 1.246 1.284 1274 864 684 184 784 the accounting swndards applicable since January 1, 2000.

1112% 10% 10.6% 11.7% 6.6% 6.7% 1.9% 77% 10. Interest expense: borrowing costs for the year

1,252 1.174 996 800 367 397 490 654 11. Free cash flow: cash flow - change in working capital - net capital

expenditure

9.1%  94% 8.2% 74%  56% 3.9% 51%  64%
1090 1030 816 484 435 216 231 514

12, ROE: net income / shareholders' equity,

X ! 13. Target RAROC: calculated cost of debt and economic capital expres-
ND ND ND ND ND ND ND ND sed as a percentage of capital emploved The Group uses the Free Cash
NC NC NC NC NC NC NC NC Flow to Economic Capital method to measure value creation. This
3 ; i N iy i R method consists of allocating a portion of economic capital and debt
NA NA NA NA NA NA NA NA to each asset, hased on the level of risk associated with the asset. Cost
3,798 2,752 2.564 3,480 3.994 4,311 5,361 5,312 of econamic capital: 15% based on euro interest rate and premium to
’ reflect different interest rates and risk levels outside the euro-zone =
94% 127% 136% 109% 101%  US%  WT% 7% average cost 16% in 2001
4284 4208 3,935 2656 1974 1,439 1215 1836 S . .
s , , , 14. Actuul RAROC: Net income hefore interest expense expressed as a
B8% 65% 65% 131% 202% 300% 441% 289% percentage of capital employed (sec above)
4474 3274 3z 3800 4256 4,555 5,361 5312 15. Net assets per share: net asscts/ number of shares outstanding at
104% 8% 79% 143%  216% 7% 441%  289% December 31
478%  57.2% 59.9% 458%  346% 30% 19%  25.1% 16, B'nsic eamingsdper ;hare: m;x income / \v'eig};ltad aver%ge number of
. N R T shares outstanding during the year + own shares ~ shares canceled
B1% R W26 A2 NA O NA NA N o e v
413 416 425 45 430 55 627 623 17, Diluted earnings per share: earnings per share adjusted for the effect
29 2.6 2.6 2.6 2.0 14 0.5 1.0 on net income and on the weighted average number of shares of the
(413) (90) 465 510 74 383 (201) 183 exercise of outstanding dilutive instruments,
3.9% 13.7% 16.2% 18%  236% 14.8% NA 0.7% 18, P/E: Share price at December 31 / earnings per share.
11,2% 11,7% 11.9% ND ND ND ND NA 19. Pay-out rate: net dividend / earnings per share,
53% 105%  121% ND ND ND ND NA 20, Net dividend yield: net dividend / share price at December 31,
21. Capital wrnover; number of shares wraded during the year / average
number of shares outstanding during the year.
295 283 %8 203 156 123 104 158 N.A.i not applicable
ND ND ND ND ND ND ND ND N.AV.: not available
ND ND ND ND ND ND ND ND N.D.: not disclosed
NA NA NA NA NA NA NA NA
071 0.64 0.58 0.30 0.42 0.34 0.23

626% 164%  126% 134% 1%  188%  giWhag 202.5%
17%  14%  11% 14%  13% 1% NA  0.8%
1047%  102.3%  106.0%  B6.2%  74.1%  874%  86%  824%

*  Former accounting standards

** Based on recommended dividende
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Stock market data

The Michelin share

* Premier Marché de Paris Euronext
Service a Reglement Différe
» ISIN Code ISIN: FRO000121261
* Indices and weight in the indices at June30, 2003
CAC 40 0.75%
Euronext 100 0.41%
* Par value: €2
* Transaction unit: 1
* Average daily traded volume: 858, 467
+ Market capitatization at June 30, 2003: 4.83 billion euros

Number of shares and shareownership:

Number olisharesy: Ireasury stock held by CGEM T treasury stock
31712700 3,853,675 2.9%
31/12/01 4,140,457 3.1%
31/12/02 157925730 1.263,202 0.9%
30/06/03 43:387:025" 1.263.202 0.9%

Shareholder ownership structure
At Decemnber 31. 2002

Asa% of voting rights

Individual shareholders 24.5 %
Employees - Stock Ownership Plan 1.0 %
Treasury stock

French institutions 305 %
Franklin Templeton 48%
Other foreign institutions 39.2%

Michelin shareholder ownership structure
as of December 31, 2002

Indivudual

shareholders
ot 1.7 %

Other foreign Personnel
institution 11 %
0
41.2% Treasury stock
9%

Franklin 4

Templeton French

[}
58% institutions
333%
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Breakdown of Michelin voting rights
as of December 31, 2002

Indivudual

Other foreign ¢

institution
39.2%
Personnel
1.0%
Franklin - French
Templeton institutions
305 %
Published net earnings per share
2002 1st half 2002 2001 2000
{in euros) 4.28 1.70 2.20 2,96
Net dividend per share
2001 2000 1999** 1998* 1997*
0.85 0.80 0.71 0.64 0.58
* former accounting standards
**Proforma
Average monthly traded volume
Last trading Change Average daily| Number
Year day of period 8 High/low volume of of shares
(closing price) year on year transactions | at period end
1997 46.19 € +82% 61.42 €-41.89 € 545,646 136,892,968
1998 34.07 € (26.2 %) 62.34€-2851 € 561,933 137,715,893
1898 39.00 £ +145% |49.49€-30.30¢€ 561,436 134715873
2000 38.55€ (1.2 %) 41.90 €-30.10 € 514,485 134715873
2001 3705 € (3.9 %) 43.50€-2384 € 578,980 134,715,873
2002 3286 € (11.3 %) 45.05€-2450¢€ 760,143 141,792,730
H1 2003 3400 € +3.5% 25.02€-35.00¢€ 858.467 143,387,025
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The Michelin share in the 1st half of the year

During the first half of the year, 850,000 shares were traded daily on the Stock Exchange,
which is 129% more than the average volume in 2002.

This increase is mainly the outcome of continuing volatility caused by the same set of fac-
tors for more than a year now: a tense international situation, most economies in reces-
sion, currencies and prices for raw materials constantly fluctuating and rumors of irregu-
lar accounting practices by certain large companies.

In this context, trading continues to prevail over long-term investment. Genuine investors
are in fact waiting for confirmartion of various signs of recovery before shifting towards
shares whose fundamentals indicate that they are underpriced.

Although this environment was hardly conducive to calm and collected behavior, the mar-
gin of resistance exhibited by Michelin stock since the end of 2000 outperformed the main
Stock Exchange indices, particularly with a lead of 36.2 % over the CAC 40 index that it
built up between the beginning of 2001 and the end of June 2003, the first half of this year
showing an increase of 2.81 %.

Change in the CAC 40 12/31/02 06/30/03 i Change
and Michelin stock TR,
CAC 40 3,063.91 3,084.10 L+ 07%
Michelin share 32.86 34.00 4 3.5%
Difference between -
Michelin and CAC 40 i+ 2.8%
Change in the CAC 40 12/31/00 06/30/03 ;. Change
and Michelin stock i

CAC 40 5,926.42 3,084,10 T80 %)
Action Michelin 38.55 34.00 oew
Difference between IR o
Michelin and CAC 40 P4362% |

Comparative performance of the Michelin share and the CAC 40 index
from January 2, 2002 to Jjuly 18, 2003

Q192
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Comparative performance of the Michelin share and the CAC 40
Index from January 2, 1990 to July 18, 2003
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Comparative performance of Michelin, Bridgestone and Goodyear shares
from January 2, 2002 to July 18, 2003
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Legal Structure

Compagnie Générale des Etablissements Michelin

Michelin a la structure d’une société en commandite par actions (SCA)
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This structure embodies the partnership between the stockholders, Michelin and its mana-
gement team.

Michelin considers stockholders have a legitimate right t expect a fair return on their
investment.

Michelin is committed to communicating openly and honestly with stockholders and the
financial community, and unambiguously stating its position in the event of a conflict of
interest.

The decisions made by Michelin take full account of its responsibility towards stockholders
who have demonstrated their confidence in the Group by helping to finance its develop-
ment.

The Company's corporate governance structures, including the CGEM, the managing part-
ners, the general partners, the Supervisory Board and the General Sharehclders’ Meeting,
are subject to a clear set of rules defining their respective roles and responsibilities.
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In the Michelin Group, the quality of corporate governance contributes significantly to ful-
filling three objectives: to achieve business and earnings growth without taking unreaso-
nable or uncontrolled risks, to treat all of the Group's partners fairly and to ensure that all
managers are accountable for the consequences of their actions.

Corporate governance is based on the four principles of clear segregation of management
and control functions, long-term management accountability, close and direct relations
with stockholders and full disclosure

General Partners

Edouard Michelin
René Zingraff
Société Auxiliaire de Gestion S.A.G.E.S.

Supervisory Board

Eric Bourdais de Charbonniére

Chairman

Member of the Odde & Cie Supervisory Board
Member of the Board of Beghin Say

Francois Grappotte

Chairman and Chief Executive Officer of Legrand

Member of the Board of BNP Paribas

Member of the Board and Chief Executive Officer of Fimep
Permanent representative of Fimep, Chairman of Fimaf.
Chairman of Lumina Management

Pierre Michelin
Division Manager, Groupe Bull

Grégoire Puiseux
Member of the Supervisory Board of Manufacture Francaise des Pneumatiques Michelin
Financial Controller of Compagnie Financiere Michelin

Edouard de Royére

Honorary Chairman and Member of the Board, Air Liquide SA
Member of the Board, Sodexho Alliance,

President of Association Nationale des Sociétés par Action (ANSA)

Benoit Potier

Chairman of the Management Board, Air Liquide SA

* elected member of the Supervisory Board of Michelin at the shareholders’ meeting on
May 16 2003
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Managing partners

Edouard Michelin

René Zingraff

Group Executive Council

Michel Caron Quality and Organization, Travel Publications, ViaMichelin
Thierry Coudurier Truck, BEuromaster, TCl, Africa/Middle East

Hervé Coyco Passenger Car and Light Truck

Jean-Marc Francois Asia

Jim Micali North America

Didier Miraton Technology Center

Jean Moreau Personnel

Michel Rollier Finance

Christian Tschann Europe

Bernard Vasdeboncoeur Specialities Product Line Division, Agricultural, Aircraft, Two-
Wheel, Earthmover, Wheels, Components, South America

Shareholder information

Michelin makes constant efforts to establish relationships based on trust with its sharehol-
ders. All CGEM shares are registered shares, allowing the Company to communicate direct-
ly with each shareholder.

A wide variety of information resources

Several weeks prior to the Annual Shareholders’ Meeting, each shareholder receives a com-
plete annual report which, since 2001, contains information about the Group's strategy,
financial risk management and business performance. Draft resolutions are also included,
together with comments, proxy voting forms and an invitation tw the Meeting.

During the year, the shareholders receive a Letter to Shareholders (published three times
a year), and a detailed report on the interim accounts. Michelin also publishes a ‘factbook’,
which is a collection of data and information on the tire industry and the Group. It is avai-
lable on Internet and CD-ROM and is updated every year. Since 2002, a Group strategy
guide has been produced for investors.

Shareholders can access all these documents on the Group's web site, www.michelin.com,
along with the press releases and presentations made to institutional investors,
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At the end of the two

phases of the Group's
Employee Shareholding
Plan, close to 78,000
employees have chosen
to become CGEM sha-
reholders. This partici-
pation rate is one of
the highest in the
French industrial sector.

The Michelin Performance and Responsibility Report, available in the second half of 2003,
will expose the economical, social and environmental actions of the Michelin Group. In
accordance with the Group values, our objective is to achieve a high level of performance,
technically and economically, and with responsibility, always considering the long term
consequences of our decisions.

Michelin set up a Shareholders' Advisory Committee in early 2003 to enhance communi-
cations with private shareholders. The Committee has 12 members, two of whom are
employee shareholders. Its role is described in the ‘Corporate Governance section.

The Shareholder’s Advisory Committee held its opening meeting on February 3. 2003, and
its first working session on April 28, 2003. The agenda of this meeting was to better adapt
the Group's financial communications to the expectations of individual shareholders.

On January 21 2003, close to 500 shareholders and individual investors were gathered in
Brussels, to listen to and talk with the Group’s senior managers in context of regular mee-
tings with shareholders.

Meetings and one-10-one encounters with analysts and investors in 8 countries were orga-
nized during the first half 2003 which allowed a direct dialogue with more 200 analysts and
institutional investors.

Mixed Annual General Meeting of shareholders on May 16 2003

In the presence of nearly 1 500 people brought together under the chairmanship of Mr
Edouard Michelin, the Mixed Annual General Meeting of shareholders took place on May
16, 2003 on first convocation. The shareholders present or represented held more than
55% of the actions having voting rights, that is to say one of the highest quorums among
the companies of the CAC 40. The 22 resolutions submitted were passed, of which the pay-
ment of a dividend up 9,4% to 0,93 euro by action.

Financial calendar

General Meeting May 16, 2003
Dividend distribution May 20, 2003
First quarter 2003 net sales April 23, 2003
First haif 2003 resuits July 29, 2003

Third quarter 2003 net sales

October 22, 2003
February 5, 2004
February 2004

2003 annual net sales

2003 annual resuits

* These dates are for information only
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Main events in the first half 2003

Acquisitions- Partnerships:

Successful takeover bid on Stomil-Olzstyn shares

Following the offering period, from April 15 to April 30, 2003, 28.74% of the equity of
Stomil-Olzstyn were purchased. With the shares already held prior to this offer, the
Compagnie Générale des Etablisserments Michelin (CGEM) now controls, through its affi-
liate Compagnie Financiere Michelin, 98.99% of the capital and of
the voting rights of Stomil-Olzstyn and has launched a tender offer
for the remaining shares, which ended on July 11, 2003.

figi

The total cost of the shares acquired by the Group amounts to
approximately 84.8 million euros. This operation is part of the pro-
cess for optimizing and streamlining the Group's structures, initia-
ted in October 2002 with the Exchange Tender Offer launched on
the shares of the Compagnie Financiére Michelin

Partnership agreement between Hankook and Michelin

On January 28, 2003, Hankook and Michelin signed a partnership agreement with a view
to jointly exploit synergies in a search for common opportunities to develop their respec-
tive positions in the tire market. This co-operation agreement concerns manufacturing.
Starting September 2004, Hankook will manufacture passenger car tire brands belonging
to the Michelin Group (excluding the Michelin brand}. The agreement will allow joint pur-
chasing of products, services and equipment, along with enhanced co-operation in
RubberNetwork.com, the online business-to-business site set up by 9 tire makers. Finally
in the field of distribution, Hankook and Michelin have agreed 10 enter intc a commercial
co-operation in several sectors of activity in their respective markets.

Signing of the official acquisition of Viborg by Euromaster

In accordance with the preliminary agreement signed on December 18, 2002 by Group
Michelin subsidiary Euromaster, and Viborg, the purchase of Viborg's tire distribution acti-
vities in Europe by Euromaster was officially signed on March 31, 2003. This operation,
which was approved by the European competition regulators. will allow Michelin Group to
strengthen its presence in distribution and service in Northern Europe, especially in
Germany.
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Mobility assistance

Michelin's mission is to contribute to the progress of the mobility of goods and people by
facilitating freedom, safety, efficiency and travel enjoyment.

PAX System is the most complete solution available allowing to meet these expectations.
Indeed, PAX System is the only rolling system that offers simultaneously added perfor-
mances (handling, comfort and rolling resistance), more safety as the tire cannot roll off
the rim, and extended mobility as it allows to run-flat thus eliminating the need for a spare
tire.

On May 15, 2003, Michelin was presented with the Gold Medal in the Siemens Innovation
Awards for PAX System. The jury was made up of scientists, experts, researchers, mana-
gers and personalities. Every year, the Siemens Prize for Innovation rewards companies
established in France for their efforts devoted to research and improving people’s daily
lives. PAX System is now recognized as a major innovation for the future and has every-
thing it takes to establish a position as the new standard in the tire industry. PAX System
gives the mortorist the possibility of driving 200km at 80km/h after a puncture.

PAX System has furthermore strengthened its presence by equipping new vehicles as an
option or as a standard feature:

. the new Rolls-Royce Phantom (introduced at the Detroit Motor Show in January 2003) is
fitted with PAX System as standard equipment, especially for PAX System's performances
in terms of confort.

. since May 1, 2003, in Europe, the Quattro version of the Audi top-of-the range A6 model
is available with a PAX System option thus joining the top-of-the range sporting sedan AS.
Furthermore, the Bugatti 16/4 Veyron'supercar', fitted with the new Michelin Pilot Sport
PAX System on all four wheels. was unveiled in Monaco last June 7 and 8. This passenger
car tire, developed specifically for the Bugatti Veyron, is the widest ever approved tire for
a sports vehicle (365 mm). It is specially designed to handle the’supercar’s extraordinary
power (1001CV) which is a sign of the revival of the brand within the Volkswagen group.

Kleber Protectis, the anti-puncture tire, launched in mid-April in Poland and early May in
France is made up of a normal tire inside which Kleber has added a layer of Kleber paten-
ted self-sealing rubber, which hermetically closes off the perforating object to prevent pres-
sure loss. The Kleber Protectis offers the same road-holding performance and comfort as a
standard tire. Just as the Uniroyal Nailguard tire in the United-States, it contributes w0 the
safety of motorists as it considerably reduces the risk of punctures.

Pilot Road Assistance is an offer designed to meet the expectations of motorcyclists in case
of a puncture. Owners of a motorcycle equipped with at least one Michelin Pilot Road pur-
chased between May 1 and August 31, 2003 can, in case of puncture, take advantage of free
road assistance between May 1 and December 31, 2003. The road assistance comprises
transportation of the motorcycle to the nearest Michelin dealer, transfer of the beneficiary
to the dealer's site, a hotel room should the vehicle be immobilized more than 12 hours.
This road assistance program is valid in all countries covered by the insurance Green Card,
does not entail a mileage franchise and is activated through a simple phone call.
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Innovations/Products

The anti-splash deflector :

a road safety innovation

From April 14 to 17, 2003, Michelin invited European journalists
in Berlin for the world-premiere of their latest innovation in terms
of road safety: the anti-splash front tire for heavy trucks.

The anti-splash deflector, integrated on the new XFA 2 Energy truck tire, is a patented
device. It is a circular piece of rubber placed at the junction of the tread and sidewall
allowing to reduce by four the height of water projections produced by truck tires on
wet roads. This offers two major advantages: improved visibility for motorists overtaking
or passing a truck in rainy weather conditions and improved vision out of the rear-view
mirror for the truck driver,

X One truck tire: fuel saving and larger payload

Tested in June 2003 by two European reference organizations, the German TUV and the
French UTAC, X One proved that it allowed a 4.20% fuel saving on articulated city buses.
Moreover, as it is extremely compact, this extra-large tire intended to replace twin fittings
enables to gain space for passengers.

In Europe, production of the first MAN vehicles equipped with X One XDA 2 Energy fitted
assemblies has started in May 2003. This fitting meets the expectations of Original
Equipment Makers and user customers who are permanently seeking larger payload,
reduced fuel consumption, without compromising safety.

For two years now, the X One has been successfully commercialized in North America,
both in Original Equipment and Replacement.

Launch of the new passenger car tire Warrior R28 in China
Warrior, the flagship brand on the Chinese market, had not renewed its range for some
years. The launch of 17 sizes, compared with 21 previously, and the higher performances
offered are the result of two years’” work since the acquisition by Michelin of the radial pas-
senger car and light truck factory in Shanghai, in April 2001.

After the launch of the MXV8 in March (new passenger car under the Michelin brand), the
Warrior R28 further broadens the Group's multi-brand offering in China. This is an impor-
tant asset for the development of the brand and a major event for the deployment of the
Michelin Group on an ever-growing market.

Michelin tops ID Power's OE customer

satisfaction survey in Japan

JD Power carried out its first survey in Japan with user customers to measure their satis-
faction with the original equipment tires on their vehicles. Michelin topped the ranking
which was published in March 2003. Michelin achieved the highest scores, in particular for
grip and tire design.
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Launching of a range of car accessories

On March 13, 2003, the new range of car accessories designed by Michelin Lifestyle was
presented to the press. For more than a century, Michelin has placed emphasis on inno-
vative solutions t¢ help motorists find varied solutions on a daily basis. Michelin is resta-
ting this ambition with the launch of a range of car accessories that are practical. efficient
and stylish: digital pressure gauges, electric air compressor, foot pumps, car mats, wheel
trims, warning triangles or first aid kits, available in the main European countries.

Michelin-Babolat partnership for cutting-edge tennis shoes
Leaders in their respective markets, Michelin and Babolat, -the world leader in racket
strings-, have combined their know-how and innovative abilities to develop the first range
of tennis shoes with a Michelin sole.

Babolat performed precise analyses of tennis players’ movements and their needs on dif-
ferent types of playing surfaces. The company then turned to Michelin to partner together
the development of a special sole delivering top performance.

This new range of footwear, which includes models for men, women and chijldren, is avai-
lable since July 2003 in specialty tennis stores in the main European countries.

Airbus 380 and the Falcon 7X equipped with Michelin Radial
NZG tires

During the Paris Air Show, which took place this year from June 15 t 22, 2003,the Aviation
Product Line presented the latest Radial NZG technology tires. This Michelin innovation,
which allowed Concorde to fly again, combines radial technology with new high damage
resistance materials. These tires are scheduled for early 2004 delivery for the Airbus A380
wide-body jet and the Falcon 7X business jet.

Radial technology is gaining increasingly more ground on the aircraft tire market. In 2001,
Jjust 46% of the commercial aircraft o leave the production lines could be equipped with
radial tires. In 2003, Michelin estimates show that 60% of new aircraft will be able to use
this technology.
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Competition

Formula 1

Michelin returned on the circuits in 2001. In 2003, BMW-Williams, McLaren-Mercedes,
Renault F1, Jaguar-Cosworth and Toyota are all equipped with Michelin tires. On July 6, at
the French Grand Prix, Michelin and BMW Williams F1 scored their second Formula One
World Championship double in 7 days. This result presents Bibendum with a 70th win in
Formula 1 and a 5th victory since the beginning of the season.

Le Mans 24H (June15, 2003): Bentley-Michelin triumph

in Le Mans

Qualifying in pole position, fastest race lap and its two cars in first and second places.
Bentley was on top of the 7lst edition of the Le Mans 24H |, capturing its 6th win on this
circuit. Its new partner, Michelin, posted its 12th win in Le Mans (its 6th running) and
dominated all categories.

300th victory in Moto GP

For the past 30 years, Michelin has dominated the highest level of motorbike sports. On
June 28 at Assen, during the Dutch Grand Prix, Michelin captured its 300th premier-class
win : the 77th consecutive win for Michelin and the 12th running in premier-class. In 2003,
Michelin riders won every race, taken every pole position and filled every podium

World Rally Championship

The Cyprus Rally which was held on June 21 -22 , marks the end of the first half of the
2003 World Rally Championship. Michelin’s partners hold the first places in the ranking for
Constructor and Driver Championships. From the wintry asphalt in Monte-Carlo and ice
in Sweden, to the gravel boulevards in New Zealand and the punishing terrains of Turkey,
from Argentina to Greece, Michelin tires dominated in six out of seven events organized
during the first half with four drivers and three different vehicles.
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Michelin and its shareholders

In 2002, Michelin announced the creation of a Shareholder’s Advisory Committee, com-
prised of 12 members. The Committee held its opening meeting on February 3, 2003 and
its first working session on April 28, 2003. In the context of its mission, the Shareholder’s
Advisory Committee freely determines the agenda of its meetings. The Committee’s main
mission is to better adapt the Group's financial communications to the expectations of indi-
vidual shareholders. The presence of the Committee was publicly acknowledged by Mr. E.
Michelin during the Mixed Shareholders General Meeting on May 16, 2003. During the
General Meeting, the Committee purt forth three oral questions: one question concerned
Group strategy, the other pertained to shareholder loyalty development and the last ques-
tion concerned sustainable development.

916 shareholders, of which 266 employees, attended the Mixed General Shareholder
Meeting which took place on May 16, 2003 in Clermont-Ferrand. For the second year run-
ning, the quorums attained exceeded 55%, one of the highest for a CAC40-listed company.

This active participation of shareholders, both individual and corporate, is the proof of the
interest taken in Michelin.

On January 21 2003, close to 500 shareholders and individual investors were gathered in
Brussels, to listen to and talk with the Group's senior managers in context of regular mee-
rings with shareholders. The next meeting will take place in Lyons on October 7, 2003.

Financial rating

Moody's confirms its rating
On July 14, 2003, Moody's confirmed its Long Term and Short Term rating to the CGEM
(Baa2 et P-2) and the CFM (Baal et P-2).

On April 7, 2003, Standard & Poor’s removes Michelin from its watchlist and reaffirms
its BBB + /A/2 rating on Compagnie Générale des Etablissement Michelin and its subsi-
diaries. The outlook was changed from ‘stable’ to ‘negative’




Consolidated earnings for the ** half 2003 July 29, 2003

Michelin and its personnel

The second phase of the Group's Employee Shareholding Plan is now completed: substan-
tial subscription rates were noted in several countries including Algeria {73 %], Turkey {88
%], Poland [85 %], Thailand [79 %], Colombia [73 %). All in all, for the two phases of the
Michelin Employee Shareholding Plan, 69 % of the employees concerned out of the 113
000 eligible employees in 69 countries have chosen to become CGEM shareholders. This
participation rate is one of the highest in the French industrial sector. The corresponding
capital increase was approved on June 30. Including the capital increase linked to the
‘squeeze out’ of CFM shares, the total number of CGEM shares is currently 143,387,025.

In 2003, Michelin expects to recruit more than 1,100 people in France, of which at least 600
managers, employees, technicians, first-line supervisors (‘agents de maitrise’) and 500 wor-
kers. This decision is continuing the policy of recruitment required to meet the Group's
development needs. It also anticipates the replacement of the personnel set to retire in the
next few years. A total of 3,100 new recruits will have joined the Company between 2001
and the end of 2003.

The evolutions of the tire market has led the Company to rethink the set-up of its sites in
Poitiers and Bourges. Given retirement and early retirement plans already decided upon,
around 210 people will be offered reintegration on other sites on a voluntary basis. There
will be no layoffs.
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Consolidated statement of income

In thousands of euros ' 1st-half 2003, - 1st half 2002 2002
OPERATING REVENUE ’ 7570;3(1(’5';6’} 8,025,611 16,111,155
Net sales 7,348,220 7.820,965 15,645,074
Reversals of allowances 6,531 11.592 10,982
Other operating revenues 193,054 455,099
OPERATING EXPENSES (7,456,027) _ (14,885,956)
Purchases used in production 2,598,841 5,290,864
Payroll costs 2,690.602 5,152,143
Other operating expenses 1,575,746 3,255.493
Taxes other than on income 116,776 231,713
Depreciation and amortization 456,533 891,383
Charges to allowances and provisions 17,528 64.360
OPERATING INCOME 569,584 1,225,199
NET INTEREST INCOME (EXPENSE) (123,026) (260,257)
OPERATING INCOME FROM

ORDINARY ACTIVITIES 446,558 964,942
NET NON-RECURRING INCOME

AND EXPENSE (10,529) 75.209
INCOME TAXES (161,130) (382.455)
NET INCOME OF FULLY-CONSOLIDATED

COMPANIES 274,899 657,696
INCOME (LOSSES) FROM COMPANIES

ACCOUNTED FOR BY THE EQUITY METHOD (5,492) (11,570)
AMORTIZATION OF GOODWILL (15,276) (31,,641)
NET INCOME BEFORE

MINORITY INTERESTS 254,131 614,485
Net income 229.445 580,803
Minority interests 24,686 33.682
Basic earnings per share (in euros) 1.70 4.28
Diluted earnings per share (in euros) 1.70 4.28
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Consolidated statement of cash flows

for the I** half 2003

Michelin Group - in thousands of euros 2002 1st half 2002
CASH FLOWS FROM
OPERATING ACTIVITIES
- Net income hefore minority interests 614,485 254,131
Adjustments to reconcile net income before
minority interests to net cash provided
by operating activities:
- Depreciation and amortization 943,113 483,889
- Allowances, provisions and deferred taxes (256,956) (89.243)
- Net gains on disposals of assets (69,130) (10,463)
- Other (6.109) (1,983)
Cash flow 1,225,403 636,331
- Change in inventories 142,632 59,261
- Change in receivables (39,302 (89,051)
- Change in payables 65,295 (45,204)
- Other changes in working capital 140.346 159.406
Net change in working capital 308.971 84 412
Net cash provided by operating activities 1,534,374 720,743
CASH FLOWS FROM
INVESTING ACTIVITIES
- Additions to property, plant and
equipment and intangible assets (966,959) (371,469)
- Additions to investments (219.697) (115,546)
Total (1,186.656) (487.015)
- Proceeds from disposals of property,
plant and equipment and intangible assets 157,470 22,040
- Proceeds from disposals of investments 158.005 102.636
Total 315,475 124,676
Net investment for the period (871,181) (362,339)
Impact of changes in Group structure 140 297
Net change in working capital (26,140 (58,654)
Net Cash (used) provided
by investing activities (897,181) (420,696)
CAHS FLOWS FROM FINANCING ACTIVTIES !
Employee stock ownership plan : 27,389 27,032
Expenses related to the stock-for-stock offer (1.494) -
- Dividends paid to parent company shareholders (113,435) (113,435)
- Other dividends paid (54,216) (47,809)
Total (141,756) (134.212)
Change in long and short-term debt (201,533) 612,079
Net change in working capital {(5.845) (15,717)
Net cash (used) provided by financing activities (349.134) 462,150
Effect of exchange rate changes
on cash and cash equivalents (18,005) (15,113)
Change in cash and cash equivalents 270,054 747,084
Cash and cash equivalents
at beginning of period 939,014 939,014
Cash and cash equivalents
at the period-end 1,209,068 1,686,098
Including - Cash 790,505 1,432,307
- Cash equivalents 418.563 253,791
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NOTES TO THE INTERIM FINANCIAL
STATEMENTS AT JUNE 30, 2003

CONSOLIDATION PRINCIPLES

The consolidated financial statements for the first half 2003 have been prepared in accor-
dance with French generally accepted accounting principles, including standard 99-02
published by the Comité de la Réglementation Comptable dealing with consolidated finan-
cial statements.

ACCOUNTING PRINCIPLES AND MEASUREMENT

The interim consolidated financial statements for the period ended June 30, 2003 are pre-
pared and presented in accordance with generally accepted accounting principles and
with due regard to the principles of prudence, separation of accounting periods and going
concern. When required, expenses are arbitrarily booked in monthly installments for
those of an annual nature and using estimates when it is deemed necessary.

CHANGE IN THE SCOPE OF CONSOLIDATED COMPANIES
- Changes in the scope of consolidated companies have had no significant impact on first
half 2003 financial statements.

- On March 31, 2003, the Michelin group acquired the Viborg group after the approval by
the European competition regulators dated, March 7, 2003.

Group Viborg's main business is the distribution of tires through a network of 465 points of
sales, mainly located in Denmark and Germany. Group Viborg generated, in fiscal year
2002, net sales of nearly 500 million euros.

Today, its 2002 and first quarter 2003 financial statements are not sufficiently finalized.
Furthermore, the in-depth due diligence, which started on April 1, 2003 at the request of
Group Michelin, and which relates to the calculation of the definitive acquisition price on
one hand, and to the measurement of the assets acquired and the liabilities assumed. on
the other hand, has not been completed. As a result, the financial statements of the acqui-
red companies have not been consclidated with Group Michelin’s financial statements at
June 30, 2003.

However, preliminary findings seem to indicate that the goodwill could be around 300 mil-
lion euros. As these are distribution companies, and in accordance with Group's constant
practice, the final amount of goodwill will be amortized in full, in the second half of 2003.

The second half of 2003 will therefore include :

- the amortization of the goodwill,

- the results of the acquired companies {for the period) between April and December 2003,
which should be negative.

At June 30, 2003, a toral of 353 million eurcs, mainly made up of financing, is recorded in
‘Investments’ in the balance sheet.
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CHANGE IN TREASURY STOCK

During the first half 2003, there has been no change in treasury stocks held by Compagnie
Générale des Etablissements Michelin.

EMPLOYEE SHAREHOLDING PLAN

Further to the implementation of phase 2 of the employee shareholding plan which was
approved by the Annual General Meeting of shareholders in May 2001, 1,404,300 shares,
with a par value of 2 euros, were issued on June 30, 2003, at 23 euros per share. The increa-
se in consolidated shareholders’ equity, net of the Company discounts and issuance costs,
amounts to 20.5 million euros.

SECURITIZATION PROGRAM
The total amount of securitized receivables amounts to 399 million US dollars in the United
States and 803 million euros in Europe.

The special purpose vehicles which have been set up for the securitization program pur-
pose are consolidated. Trade receivables, corresponding financings and associated risks are
therefore booked in the Group's balance sheet.

NET NON-RECURRING INCOME AND EXPENSE

Net non-recurring income and expense is a 178 million euros loss. It includes 165.3 million
euros relating to the estimated cost of measures that have been announced, among others
in Spain on January 30, 2003 and in France on June 10, 2003:

In millions of euros

- Spain’s industrial evolution plan 139.6
- Evolution of French activities 13.3
- Other restructuring measures 12.4
Total 165.3

ACQUISITION OF MINORITY INTERESTS

- On April 8, 2003, Group Michelin launched a take-over bid on the 8.1 million shares of its
Polish subsidiary Stomil-Olsztyn which it did not own. Slightly more than 7.8 million shares
were brought to the offer, increasing Group's controlling stake to close to 99%. The good-
will recorded in the financial statements at June 30, 2003 amounts to 41.5 million euros
(amortized over 20 years).

- On April 25, 2003. Group Michelin launched a bid on the 280,000 shares, representing
3.56% of the Common stock, of its Spanish subsidiary Neumaticos Michelin S.A. held by
minority shareholders.

As of June 30, 2003, some 165,000 shares have been brought to the offer. A General
Meeting will be convened in the second half of 2003 in order to cancel the shares that have
been purchased. In view of that, the paid amount (21.5 million euros) was deducted from
Shareholders’ equity.
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SEGMENT INFORMATION (in thousands of euros)

Business Passenger Truck Other Inter- Total
segments Car/ligt Truck businesses segment
30/06/2003
Net sales 3,633,057 1,903,523 2,177,363 - 365,723 7,348 220
Operating
income 339,429 248,418 - 9,549 578,297
30/06/2002
Net sales 3,995,159 1,934,266 2,303,740 - 412,200 7.820.965
Operating
income 356,487 214,518 - 1,421 569,584
31/12/2002
Net sales 7,947,946 3,944,034 4,637,293 - 884,199 15,645,074
Operating
income 764,803 484,757 | - 24,361 1,225,199

INCOME STATEMENT ANALYZED BY FUNCTION AT JUNE 30,
2003, JUNE 30, 2002 AND DECEMBER 31, 2002
(in thousands of euros)

30.06.2003 30.06.2002 31.12.2002

Net sales 7,348,220 7,820,965 15,645,074
Cost of sales 5,142,345 5,539,227 10,928,659
Gross margin 2,205,875 2,281,738 4,715,415
Selling, general and administrative expenses 1,627,578 1,712,154 3.490.216
Total operating expenses 6,769,923 7,251,381 14,419,875
Operating income 578,297 569,584 1,225,199
[nterest income and expense - 94,072 - 123,026 - 260.257
Income from ordinary activities 484,225 446,558 964,942
Net non-recurring income and expense -178.613 - 10,529 75,209
Income tax -120.096 - 161,130 - 382,455
Net income of fully consolidated companies 185,516 274,899 657,696
Income (losses) from companies

accounted for by the equity method - 4,907 - 5,492 - 11,570
Amortization of goodwill - 15,106 - 15,276 - 31,641
Net income before minority interest 165,503 254,131 614,485
Net income 157,526 229,445 580,803

OFF BALANCE SHEET COMMITMENTS

On May 19, 2003, Michelin Investment China Company Limited signed with the City of
Shenyang an agreement relating to the purchase of the 15% stake the City holds in Michelin
Shenyang Rubber Components Company Limited of which Group Michelin owns 85%. This
purchase which amounts to 25.3 million US dollars s still 1o be approved by the Trade Minjstry
of the Chinese People Republic. The potential goodwill is estimated at 9 million euros.
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August 4 2005 BULLETIN DES AMNGNCES LEGALES OBLIGATOIRES (FRENCH STATE OFFICIAL BULLETIN) 18541
- COMPAGNIE GENERALE DES ETABLISSEMENTS
MICHELIN ~ MICHELIN & CIE
A partnership limited by shares with 286,774,050 eures capital
Head offics: 12 cours Sablon, Clemmont-Ferand (Puy-de-0éme)
" Clermont Commercial Register N® 858 200 887
A - Interim consolldated financial stafements as of June 30 2003
L Consolidated balance sheet as of June 30 2003 (in thousands of euras)
"ASSETS 06/30/03 12/31/02
Issued, uncalied capitcl 0
Fixed assels ~
Goodwill 314,448 307,360
infangible ossets 138,745 | 135,395
Tangible assets 5,547,530 5772187
investments 449,135} 456,907
Investments at equity 62,154 ~ 58,340
8.714012| - . 6730159
Current assets
Inventories 3.071.310| 2.3840.284
Trade recewcbles ‘ 3.074.381 3,145,496
Otherreceivobles, prepaid expenses cnd cccrued income 2,237,687 234611
Cosh equivalents 385,070 418,563
Cash $73.934 790.505
9,442,332 9,580,959
Totc!l assats 16,156,394 163111 18
LIABILITIES
Stockholders’ equily
Cemmon stock (1) 284,774 283,585
Paid-in capital in excess of por ( I) 1.839.851 1,8064.789
Retained ec¢rnings (2) 2,183.310 2,238,462
4,309,935 4,328,836
Minarity interests 103,137 173,431
Stockholders' equify including minonity interests N 4,413,072 4,502.267
Provisions for contingencies and charges 3.471,72] 3,443,844
Liabilities
Supardinated debt 0 0
Long and shont-term debt 4,984,000 5,026,998
Trade pavables 1,289,251 1,424,855
Other payables, aeterred income cnd accrued expenses 1.998,310 1,913,154
8,271,601 8,345,007
Total liabilities and stockholders' equity 16,156.394| 16311118
(1) Parent company . ,
(2) Including netincome tor the year 157,526} 580,803
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(. Compared consolidafed statement of income (in thausands of euros)
- 01/01/03 01/01/02 01/01/02
10 06/30/03 1o 06/30/02 to 12/31/02
Operafing revenue 7.348,220 7.820.965 15,643,074
Net sales 6,531 11,592 10,982
Reversals of allowances 215,565 . 193,054 455,099
Othar operating revenues
7.570314 8,025.411 16,111,155
Operating expenses o
Purchases used in production 2,324,806 2,558,841 5,290,864
Payroll costs ' 2,530,235 2,650,602 5,152,143
Cther operoting expanses 1.589.841 1,575,744 3,255,493
Taxes othat than on income 120,801 116,776 231,713
Depreciation and amorization 408,228 454,533 391,383
Charges 1o allowances and provisions 18,048 17.52% 64,360
6,992,019 -7.456,027 14,385,955
Operating income 578,297 569.584 1,225,199
Net interest expense -94.072 -123,024 -260,257
Operating income from ordinary activities 484,225 445,558 964,942
Non-recuring income ond expense -178.613 -10.529 75,209
Income tax =120,096 ~161,130 ~362.455
Net incoms of fully-consolidated companies 185,514 274,899 657,696
Income (losses) from companies accountied for by
the equity meihod ~4,907 -5.492 -11.570
Amartization of goodwill -15,106 -15.276 31,441
Net income before minority interasts ‘ 145,503 25413 614,485
Netincome . 157,526 229,445 580,803
Minordty interests 7977 24,686 33,682
Basic earnings per share 11 170 428
Dilvted earnings per share (R 1.70 4.28

L .



ill. Consolidated statements of Cash Flows

(in thousands of Euros) 06/30/2003 2002

OPERATING ACTIVITIES
Net income of the consolidated companies 165,503 614,485
Elimination of income and expenses not material to
cash flow:
Depreciation 425,042 943,113
Provisions and deferred taxes 145,728 (256,956)
Capital gains (losses) on disposal of assets 3,303 (69,130)
Other (1,204) (6,109)
Operating cash flow 738,372 1,225,403
Change in inventory and work in progress (309,697) 142,632
Change in receivables (37,670) (39,302)
Change in trade payables (43,202) 65,295
Other changes 177,612 140,346
Change in working capital requirements (212,957) 308,971
Net cash flow generated by operating activities 525415 1,534,374
INVESTING ACTIVITIES
Additions of tangible and intangible fixed assets (401,265) (966,959)
Additions in financial fixed assets (348,633) (219,697)
Total (749,898) (1,186,656)
Disposal of tangible and intangible assets 29,810 157,470
Disposal and reduction in financial fixed assets 51,385 158,005
Total 81,195 315,475
Net capital investment in the period (668,703) (871,181)
Effect of changes in scope of consolidation 34 140
Change in working capital requirements and sundries (51,519) (26,140)
Net cash used in investing activities (720,188) (897,181)
FINANCING ACTIVITIES
Employee shareholding plan 20,488 27,389
Expenses related to stock-for-stock offer 0 (1,494)
Dividends paid to parent company shareholders (130,692) (113,435)
Other distributions (46,079) (54,216)
Total (156,283) (141,756)
Change in financial debt and borrowings 293,253 (201,533)
Change in working capital requirements (59,767) (5,845)
Net cash coming from financing activities 77,203 (349,134)
Effect of exchange rate variations (32,494) (18,005)
Change in cash and cash equivalents (150,064) 270,054
Cash and cash equivalents at beginning of period 1,209,068 939,014
Cash and cash equivalents at end of period 1,059,004 1,209,068

Cash 673,934 790,505

Cash equivalents 385,070 418,583
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. . Changes In sfackholders' equity and minority interests {in fhousands of euros)
Common | Paic-in | Retained | Translation | Net | Siockholders' M‘mority[ Total
stock | copilal | earnings | adjustment | income equity interests |-

in excess '

of par
AfDec. 31 2001 259,432 11,609474 | 2415827 -554,319) 295,947 3994383 | 327,540 4325923
Capltal incraase VU569 153,107 149,676 149,874
Employee stock
ownership plon 2,584 39,206 -14,401 27,389 27,389
Dividends paid 138,708 138,708 | -26,943[ -147,651
Appropriaiion of
undistriouted” .
income 157,434 -175} -157,25%
Net income for
2002 580,803 580,603 | 33,682 614,485
Transiation
adiustment and
other . +20,700 -286,007 304,707 | -16D.848 | -467.585
Al Dec. 31 2002 283,585 | 1,804,789 | 2,538,140 -880,501 | 580.803 43288361 173431 4.502.267

Commeon| Poid-in | Relained | Tronsiation | Net | Steckholders'| Minordty | Total
stock copital | earnings | cdjustment | income equity interests

in excess

of por )
Copital insrease 380 5243 5,622 5,622
Employee stock -
ownership plan 2,807 27,820 =10,14} 20.488 20,488
Dividends paid -149,857 -169,857 89141 -174,771
Approgriation of
undistibuted
income 398,793 12,153 -410,946
Net income {loss)
tor halkyear 2003 157,526 157,526 7,977 183,503
Teansiation
adjustmeni ond , :
other -%.241 - -23.439 ~32,680| -71.357| -104,037
At June 30 2003 286,774 | 1,839.851 29172.57 891,787 | 157524 4,309,935] 103,137 | 4,413,072
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v, Notes to the interim consolidated financial statemenis at June 30 2003
- Consolidatian principles

The consolidated finoncial stataments hove been prepared In cccordance with generally-
acceptad French accounting principles. The rules and methods applied to the preparation of the
consolidated financial statements for the half-year 2003 comply with regulohan 99-02 published by
the Comité de la Réglementation Compfable.

Accounting pringlples and measurement

The interim consolidated accounts for the period ended June 30 2003 are preparad in accordance
with generally accepted accounting principles and with due regard to the principles of prudence,
separation of accounting periods and going concern. When required expenses are arbilrarily
beoked in monthly installments for those of an annual nature and using estimotes whenever
deemed necassary.

Changes in the scope of consclidaled companies

Changes in the scope of consclidated companies have had ne significant impact on first-half 2003
financial statements..

On March 31 2003, the Michelin Group acquired the Viborg Group, affer obfammg fhe opprovcl of
1he European Competition Commission on Mareh 7 2003.

This Group, whose main business n's-ihe distriution of fires through a network of 465 sales outlets,
mainly located in Germany ond Denmark, generated net sales in the region of 500 million euros for
fiscal year 2002.

The financlal stotements for fiscal year 2002 and the first quarter of 2003 have not currently been
finalized. Moreover, the in-depth due dillgence which started on Aprlf 1, 2003, ai Michelln's request
to determine the final acquisition price, on one hand, and to the measurement of the assets
acguired and liabilities assumed, on the other hand, has not been completed. As a resull, the
balance sheets and income statements for the companies acquired have not been integrated into
the Group's consolidated financial staiements as of June 30 2002,

However, preliminary findings would appear 1o Indicate that the goodwill wit be around 300 milfion
eurcs. As these are distribution componies, and in accordance with the Graup's constant practices.
the final amount re presenting the goodwlll will be amortized In full over the second half of 2003,
The second half of 2003 will therefore include:
- amortization of the goodwill
the result of the acquired companigs for the period between April 2003 and Decembper 2003
which is expected 1o be negative. ‘
As of June 30 2003, an amount of 253 million euros, mcmly in the form of tinoncing, was recorded
under "investments”. '

Changes in Treasury Stock

Durmg the first half-year 2003, there has been no change in treasury stocks held by Compogme
Généraie des Etablissements Michelin.

Employae Stockholder Plan

Within the framewerk of the implementation of Phase 2 of the Employee Stockholder Plan,
approved by the Annuel Generdl Mesting of Stockholders in. May 2001, 1.404.300 shares with o par
volue of 2 € were issued on June 30 2003 at 23 € euros per share. The increase in consolidated
stocknolders' equny net of the company discounts and issuance cosrs amounted to 20.5 million
euros.
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Securitizalion program

5 of June 30 2008. securitized receivables amounted to 399 milion US dollars in the United States
and &03 million euros in Europe.
The speciul-purpose vehicles set up for the purpose of this securitization pregram ore consalidated.
Trade receivables, the coresponding financing and associated risks are iheretore recorded on the
Group balance sheet. ‘

Net non-recuning income and expense
The net non-recuring expense of 178 million euros includes 165.3 million euros representing the

estimated cost of measures announced, amongst others in Spain on January 30 2003 and in France
on June 10 2003 in particular.

In millions of
. euros
Industrict evolution plan - Spain 1394
Evolution of French activities 13.3
Other restructuring measures 12.4
[Tofcl 165.3

Acquisition of minority interests

- On Aprit 8 2003, the Michelin Group launched a takzover bid on the §.1 miliion shares of ifs
Polish subsidiary Stomil-Olsztyn S.A. that if did not own. Slightly more than 7.8 milllon shares
were brought to the offer, Increasing the Group's confroling stake to close 1o 99%. The
goodwill recorded in the financlal statements as of June 3D 2003 amounted to 41.5 million
guros {amartized over 20 years). '

- On Aprlt 25 2003, the Michelin Group launched a bid on the 280.000 shares. reprasenting
3.56% of tha common stock oft its Spanish subsidiary, Neumaticos Michelin S.A., held by
minority sharasholders.

As of June 30 2003 slightly aver 165.000 shares were brought to the offer. A General Meeting of
Stockholders will be convened in the second six months of 2003 in order to cancel the shares
acquired. In view of ihis, the sum paid amounting o 21.5 milion euros was deducted from
stockholders' equity, .

Segment information (in thousands of euros)

Passenger Car

Business segments. Truck Other Inter- Total
) / Light Truck businesses segment

June 30 2003: :

Metsales 3,633,057 1 1,903,523 2,177,343 -345.723 7,348,220

Operating income:  * 339,429 248,418 -9.549 578.2%7
June 30 2002 . '

Net sales 3,995,159 1,934,264 2,303,740 -412,200 7.820,965

Operdling income/loss 354,487 214,518 -1.421 569,584
Dec. 31 2002:

Net saqies : 7,947,944 3.544,024 4,637,293 -8384,197 15,645,074

Operatingincome - 764,803 484,757 . =24,3681 1,225,199
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Consolidated statement of Income analyzed by function
at June 30 2003, June 30 2002 and Decembar 31 2002 (In thousands of euros)
06/30/03 06/30/02 12/31/02

Net sales 7348220 7.820,565 15,645,074
Cost of sales 5,142,345 5539227 10,929,659
Gross margin 2,205,875 2,281,738 4,715,415
Seling/ general and administrative expenses 1,627,578 1,712,154 3.4%0,216
Tolal operating expense 6,769,923 7.251.381 14,419,875
Operating income 578,297 569,584 1.22519%
Net interest expense -94,072 -123,026 -260,257
Opseraling income from croinary activities 484,225 © . 444,553 964,942
Non-recuring income and expense -178.613 10,529 75.209.
Income tax -120.094 S-161.130 -382.,455
Net income of fully-consolidated companies 185.516 274,899 | 457,496
Income {losses} from companies accounted for
by the equity method . -4,507 " -5,492 -11.570
Amorﬁzgh’on of goodwil -15.106 -15,27¢ 31,441
Net income before minerity interests 165,503 25413} 614,485

Net income [greup share) 187,526 229,445 580,802
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Off-balance sheet commitments

On May 19 2003, Michelin Investment China Company Limited signed a contract with the City of
Shenyang to purchase ifs 15% stake in the Michelin Shenyang Rubber Compenents Company
Limiied in which Michelin has an 85% holding. This transection ameounting to 25.3 million US Dollars is
still to be approved by the People’s Republic of China Minisiny of Trade. The potential goodwill is
estimated at ¢ millon eurcs.

B. Haif-yearly report on the financial statements for the half-year 2003

In ¢ climate of globally stable fire markets, consolidated net sales amounted {o 7.34 billion eurcs
versus 7.82 biifion euros for the first half-year 2002. The changes result from:

- ihe negotive impact (-10%) of exchange rates;

- o growthin sales volumes {+2.4%):

- improvement in seling prices and sales mix (+2.4%).

While net sales fell by &.1%, consolidated operating income rose to 578.2 million eures, versus 569.5
million for the first six months of 2002. This change can be explained by the Group's level of activity
and the control maintained over costs wh:ch enobled the increase in the cost of raw maferials to
be obsorbed. .

The financial result of 94 milion euros was negative, compared with a negafive result of 123 million
euros for the same perod in the previous year. This improvement was principally due 1o the
‘evolution of foreign exchange rates ond the decrsase in foreign exchange losses, which, in 2002,
were essentially caused by the devaluation of South American curencles.

Pre-tax earnings before extraordinary items amounted to 4465 milion euros for the first half-year
2002 and rose to 484.2 milllon suros as of June 20 2003,

The nel non-recurring loss amounted 1o 178.4 million eures versus 10.5 milion eures as of June 30
2002. -165.3 million euras of this amount represent the cost of measures announced in Spain on
Januery 30 2003 and in Fronce on June 10 2003.

Total net income for the half-year omounted 1o 165.5 million cures, versus 254.1 million suros for the
same period in 2002. ‘

Consolidated cash How rose to 738.4 million euros. compaored with 636.3 milllon eurcs for the first
half-year 2002,

The parent company financial statements reflected net sales of 173.5 million euros for the first hali-
year 2003. compared with 184.2 milion euros for the first half-year 2002. This relates to licenses
acquired during the period from license-holder companies which, posted to expenses in the
accounts of these companies, are eliminated in consolidation operations. Pre-tax earnings before
exiraordinary items amounted to 140.4 milion eurcs versus 257.5 million euros in the fist holf-year
2002. Nef income for fhe helf year amounted 1o 139 million eurcs, compared with 246 in the
previous period,

Y Tronsiator's note: French hncnc:xcl notion = dxﬁ’erence be’rween hnancm) mcome and financial
expenss.
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C. Stafutory Auditors’ Report on o Umifed Inspection ‘
of the Consolldated Financial Statements for the half-year ended June 30 2003

- In accerdance with the terms of our appointment as Statutory Auditors for Compagnie Générale
cas Etablissements Michsiin, we have conducted a limited audit of the consclidatea interim
" accounts of the Compagnie Générale des Etablissements Michelin for the pericd from Jcnucry 1
2003 tc June 30 2003, as enclosed with this report. ‘

These financial statements hove been established under the responsipility of the Managing Partners.
Qur responsibiity is to express an opinion on these financial statements based on our fimited
inspection.

We conducled our audit in accordonce with professional standards applied in France. Those
standards require that we plan and perfarm our inspection to obtain reasonable assurance, less
definite than that obtained for an audit, thet the interim consclidated financial statements are free
irem matenal misstatemant.  An inspection of this kind does notf include all the examinations
inherent in an aud!t but is limiled to the implementation of analytic procedures and obidaining the
information we considered necessary from senior management.and oiher authorized personnel.

On the basls of our limited inspection, we have determined no significant anomalies llable to affect
the fair presenialion of the assets. financial situation and 1he overall result constituted by the
campanies within the consolidation scope s reflected in the inferim consolidated financial
statements at the end of the period from Jenuary | 2003 to June 30 2003,

Without bnng ng into question the above-mentioned conclusmn we would draw your attention to
fhe note on "Changes in Consolidation Scope” relative to the acquisition of the Viborg Group.

Signed in Parls on July 25 2003
The Statutory Auditors
Members of the Compuagnie Régionole de Paris

DOMINIQUEPAUL | STEPHANE MARE
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COMPAGNIE GENERALE DES ETABLISSEMENTS
MICHELIN

(Michelin et Cie.)
Partnership limited by shares with capital of 286,774,050 Euros

Registered Office: 12, cours Sablon, 6300 Clermont-Ferrand
855200 887 R.C.S. Clermont-Ferrand

CONSOLIDATED SALES (NET OF TAXES)
(in millions of Euros)

2003 2002
From January 1 to March 31 3,655 3,842
From April 1 to June 30 3.693 3.979

From January 1 to June 30 7,348 7,821



